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Let the Seller Beware 


RODUCTS LIABILITY insurance is 

probably the most abused and 
misunderstood of all casualty lines. 
It is abused because it is misunder- 
stood. 

Too many agents are of the 
opinion that it is a line written by 
a company only under duress and 
placed definitely in the accommo- 
dation class. This is not true. What 
most companies do not want are 
those products lines which are 
bought, rather than sold. Refer- 
ence is made, of course, to the cos- 
metic lines, patent medicines, etc. 
These products, like others of their 
class, often cannot be sold unless 
products liability protection is 
provided. It is no secret, for in- 
stance, that one large retailer of 
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merchandise has been responsible 
for a considerable volume of prod- 
ucts liability premium because, as 
a retail outlet, it will not buy cer- 
tain merchandise for reselling un- 
less adequate products protection 
is afforded. So it is the preponder- 
ance of the hazardous type of prod- 
ucts insurance that has caused the 
misunderstanding that exists re- 
garding the desirability of the line 
on an overall basis. 

It will be generally agreed that 
underwriters are not averse to the 
writing of products liability cover- 
age on the normal risk. The pro- 
duction of this line is not only de- 





2 THE CASUALTY AND SURETY JOURNAL 


sirable, but its needs create an obli- 
gation on the part of all insurance 
producers to point out to custom- 
ers and prospects the importance 
of protecting themselves against 
claims of this nature. 

It should first be made clear 
that the exclusion of products li- 
ability protec- 
tion exists in all 
standard liabil- 
ity policies and 
that the cover- 
age is only avail- 
able when the 
usual basic pro- 
tection is sup- 
plemented by 
this optional 
feature. A com- 
mon misunder- 
standing about 
the need for 
products pro- 
tection is that 
it is needed only 
by a manufac- 
turer. Nothing rF 
could be farther 
from the truth. Any person or or- 
ganization that handles in any 
manner, shape or form any com- 
modity can be involved in a prod- 
ucts liability claim. Usually a 
claimant is not particular as to 
who must pay his damage claim. 
For this reason it is almost a uni- 
versal practice to tie in anybody 
and everybody who might at some 
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time or other handle the product. 
This applies equally to the manu- 
facturer, the wholesaler, the dis- 
tributor, the retailer or even one 
whose standing might be no more 
involved than that of a custodian. 
Because the erroneous opinion pre- 
vails that only a manufacturer can 
be involved, all 
others must be 
convinced that 
they, too, are li- 
able to claims of 
this nature. 
One case of a 
substantial ver- 
dict involved an 
electric vapor- 
izer. It was al- 
leged that faulty 
wiring caused 
the appliance to 
set fire to an in- 
fant’s crib. The 
baby sustained 
injuries that re- 
sulted in perma- 
nent scars. The 
verdict, one of 
$65,000, was returned against 
both the manufacturer and the re- 
tailer. It might be argued that a 
retailer could hardly be responsi- 
ble for the condition of the wiring 
of such an electrical appliance. 
But right or wrong, the fact re- 
mains that such decisions are often 
made by the reasoning of 12 in- 
dividuals sitting in a jury box and 
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it has truly been said that no one 
can tell what any jury will or will 
not do. 

Persons or organizations other 
than manufacturers can often find 
themselves in a less enviable posi- 
tion than a person involved in an 
ordinary liability situation. In a 
case involving a cracked sidewalk 
or an elevator or automobile, the 
defendant has only to contend 
with the claimant. Not so, how- 
ever, in a products liability case. 
Where a products claim is involved 
the defendant must consider, in 
addition to the claimant, the ac- 
tions of the manufacturer or any- 
one else who has handled the prod- 
uct. It is quite conceivable that 
these companies or individuals, in 
an effort to relieve themselves of 
any obligations or responsibilities, 
might at least attempt to shift the 
burden of responsibility to the 
retailer. In such a situation, in- 
stead of having to contend with 
only a claimant, the retailer might 
have the claimant plus the man- 
ufacturers and any other parties 
involved. 


DEFENDANT AT DISADVANTAGE 


Products claims present another 
problem in that often a dealer, 
manufacturer or a handler of a 
product will not know about the 
existence of a claim until he is ac- 
tually served with legal papers. 
The man who has an automobile 
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accident is in a position to know 
firsthand all of the facts regarding 
the accident. Not so with many 
products claims, with the result 
that it is generally agreed the per- 
centage of fraudulent claims is 
greater in the products field than 
in the normal liability field. By the 
time it is learned that a claim is 
being prepared, much time has 
often elapsed since the alleged in- 
cident and the defendant is at a 
distinct disadvantage in that he 
knows nothing about the inci- 
dent other than the story as pre- 
sented by the claimant. It is well 
to remember that products liabil- 
ity protection provides coverage 
for claims real or fancied, and that 
even a winner can be a loser if he 
is required to spend money and 
time to make an investigation and 
defend himself against litigation. 

It simply is not good business for 
a producer when selling liability 
protection to ignore products lia- 
bility insurance. To do so amounts, 
in effect, to telling a customer that 
he needs building liability or au- 
tomobile liability, etc., but that he 
does not need products coverage. 
The final question as to whether or 
not products is to be carried is the 
responsibility of the assured and 
the assured alone. That decision 
is not a responsibility the producer 
wants to assume. Actually, how- 
ever, when the producer ignores 
the subject — fails to tell the as- 
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A broken companionway cost this seaman his life — and caused a lawsuit 


sured about it — as happens in a 
good many cases, that is exactly 
what a producer is doing; he is 
assuming the assured’s responsi- 
bility. 


Prospect SHOULD DEcIDE 


Every producer should place 
this decision where it belongs. 
When securing data for the pur- 


pose of quoting cost of public liabil- 
ity, it is a simple matter to ask one 
or two more questions which will 
enable you to quote a premium 
that will be complete public liability 
protection. Should the quotation 
be considered high, the portion of 
premium for the products liability 
insurance can always be elimi- 
nated, but in all such cases it is 
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well to ask your prospect to initial 
your proposal as indication that he 
alone is assuming the responsibil- 
ity of picking and choosing the 
hazards which he thinks can cause 
him no financial loss. 

Because our thoughts usually 
run to the hazardous products 
lines, we are all inclined to think 
of products coverage as a high 
rated form of insurance. Again, re- 
ferring to those lines that are 
bought rather than sold, this is nec- 
essarily so. It is not true, however, 
of the normal products line. A 
glance at the rate sheets in the 
products section of the public li- 
ability manual will indicate many 
rates ranging from $.04 to $1 for 
bodily injury and from as low as 
$.01 for property damage. When 
you consider that in most cases 
these rates are applied to a rating 
unit per $1,000 of sales or receipts, 
it is not difficult to realize that 
many products premiums are very 
modest. 

Claims occasioned by the con- 
sumption of food and drink are, of 
course, the most common products 
claims. These, however, constitute 
only a portion of the real products 
exposure. It has been said that the 
first products claim involved a de- 
fect in a ladder and since then 
implements, tools and machines of 
all kinds have been the cause of 
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injury to person and the cause of 
damage to property. A defective 
washing machine has been the 
cause of a $15,000 verdict. A sim- 
ple pin can be the instrument 
which causes injury on account of 
a defect in its making. By way of 
contrast, there is record of a case 
involving a steamship engineer 
who was lost at sea. His widow 
brought suit against the boat builder 
because death was sustained when 
a companionway platform broke 
and the deceased was tossed into 
the sea. A verdict of $30,000 was 
granted. 

Products liability is just as es- 
sential to a business man as is auto- 
mobile or any of the other common 
forms of exposure. The food we 
eat, the clothes we wear, the books 
or newspapers we read, in fact 
everything we need or use in our 
everyday life can be the source 
of injury or damage. 

In years gone by much has been 
said and many legal decisions have 
been based upon the legal doc- 
trine of “let the buyer beware.” 
Changing times, new economic 
conditions, along with the ever- 
increasing number of claims occa- 
sioned by the use or misuse of com- 
modities of all kinds, can well be 
responsible for the creation of a 
converse principle: “Let the seller 
beware.” 





Annual Meeting of the Association 


(c) Bachrach 
RICHARD V. GOODWIN WILLIAM E. MCKELL 
President Vice President 


T THE ANNUAL MEETING of the Association of Casualty and Surety 
Executives in May in New York City, Richard V. Goodwin, vice 
president of the Fireman’s Fund Indemnity Company, and William E. 
McKell, president of the New York Casualty Company and vice 
president of the American Surety Company, were re-elected president 
and vice president, respectively. It was voted to change the name of the 
organization to the Association of Casualty and Surety Companies. 

J. Dewey Dorsett was re-elected general manager and Ray Murphy 
was re-elected general counsel of the Association. Both were first elected 
to their present offices at the annual meeting three years ago. 

The following member companies were elected to membership on the 
Executive Committee: Great American Indemnity Company, Hartford 
Accident and Indemnity Company, Ocean Accident and Guarantee 
Corporation Ltd., Standard Accident Insurance Company, Sun In- 
demnity Company, and United States Guarantee Company. 

6 





* Here’s a chance to see 
if you could pass a typi- 
cal C.P.C.U. examina- 
tion. You will find the an- 
swers in another section 
of the magazine 


What Do You Know? 


S AN EXAMPLE of the type of ex- 
A amination given to those 
who wish to acquire the C.P.C.U. 
designation, the October, 1946, 
issue of THE JOURNAL published six 
questions chosen from the Parts I 
and II — Insurance Principles and 
Practices — examinations given 
last June by the American Insti- 
tute for Property and Liability 
Underwriters, Inc. In that article 
it was suggested the readers test 
their own ability to pass the exam- 
inations by writing out the answers 
to the questions and later compar- 
ing them with the answers in the 
November issue of THE JOURNAL. 
The interest shown in these ques- 
tions and composite answers has 
led to the adoption of a similar 
procedure for the remaining three 
C.P.C.U. examinations. 

Specimen questions taken from 
the Part III (General Education), 
Part IV (Law), and Part V (Ac- 
counting, Finance, and Manage- 
ment), examinations are given 
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below. There were 10 questions in 
each examination. Write out your 
answers to these questions and 
then compare them with the full 
grade answers shown on page 53. 
You will get better results if you 
follow these instructions: read the 
questions carefully and be sure 
you understand what is being 
asked, think what you are going to 
say and organize your answer, 
avoid irrelevancies and stick to 
the subject, check your conclu- 
sions and make sure you have in- 
cluded all the points requested, 
time is a factor and you should not 
take over 25 minutes for any one 
question. 
Now, here are the questions. 


From Part III — General Edu- 
cation { Economics, American Gov- 
ernment, Social Legislation} 


Question 1. “Some persons who 
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were strong advocates of heavy 
government borrowing to help get 
us out of the depression of the 
1930’s have criticized the govern- 
ment for financing a large part of 
the war debt through government 
bonds.” 

(a) Do you believe that one can 
consistently 
support these 
two points of 
view? Ifso, how? 
If not, why not? 
Explain fully. 

(b) What de- 
fensible eco- 
nomic reasons 
may be given 
for the United 
States not hav- 
ing used more 
extensively the 
other common 
methods of fi- 
nancing war 
costs? 

(c) Some per- 
sons fear an- 
other depres- 
sion in the late 1940s. State briefly 
the economic reasons on which 
one would be likely to base such a 
fear. 


Question 2. A general agent of a 
large insurance company discov- 
ered one of his employees attempt- 
ing to persuade his office co- 
workers to join a labor union. The 
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general agent discharged the em- 
ployee for his union activities and 
the employee now seeks to invoke 
the protection of the National 
Labor Relations Act. 

(a) Does the National Labor 
Relations Act apply in this case? 
If so, why? If not, why not? 

(b) What are 
the practices 
forbidden by 
the National 
Labor Rela- 
tions Act? Be 
specific. 

(c) Indicate 
specifically the 
respectsin which 
the provisions 
(of this act) re- 
garding prohib- 
ited practices 
have been sub- 
ject to criticism. 

(d) Under 
the National 
Labor Relations 
Act, to whom 
does an ag- 
grieved employee go for protection? 
In your answer outline the princi- 
pal steps in the procedure designed 
to give him protection. 


Question 3. Strong support is being 
given to proposed legislation based 
on the principle that, “in a na- 
tional system no group should be 
exempt from social security taxa- 
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tion nor denied the protection the 
act affords.” 

(a) Indicate fully the extent to 
which our Federal Old Age Sur- 
vivors Insurance system (1) meets, 
(2) fails to meet, this standard. 

(b) How does the definition of 
covered employment affect (1) 
the right to Old Age Survivors In- 
surance benefits, (2) the scale of 
benefits to persons with Old Age 
Survivors Insurance rights? Be 
specific. 


From Part IV—Law {Com- 
mercial Law and Insurance Law} 


Question 1. “F” has the contract 
for painting a new bridge. ““G” 
has the contract for the electrical 
work. One of “‘G’s” foremen for- 
got to turn off the electric power 
after testing a new line and “H,” 
an employee of “F,” accidentally 
touched the wire and received an 
electric shock that hurled him off 
the bridge on to some rocks below. 
He sustained a broken leg, cuts 
and bruises and now wants to 
know if he is entitled to (1) work- 
men’s compensation, (2) damages 
or (3) both, and if so, against 
whom he should take action. An- 
swer each of “‘H’s” questions and 
explain fully the reason for each. 
Question 2. In July, 1945, “V” 
obtained a lease on very desirable 
premises for three years commenc- 
ing June 1, 1946, at a rental of 
$800 per month. The lease pro- 
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vided that if fire necessitated re- 
pair requiring over 90 days, the 
lease could be canceled. On De- 
cember 1, 1945, “V” concluded 
that the lease was $300 per month 
more favorable to him than any 
other obtainable at that time. 

(a) On December 1, 1945, did 
**V”’ have any insurable interest in 
the $300 differential? If so, how 
much? If none, why not? Indicate 
the tests you have used in order to 
arrive at your conclusion. 

(b) Ifthe lease did not have the 
cancellation clause mentioned 
above, would your answer to (a) 
be the same? Why? 


From Part V — Accounting, Fi- 
nance, and Agency Management 


Question 1. (This question had 
double weight.) At 3:00 A. M., 
May ist, the “‘B” processing plant 
was totally destroyed by fire. The 
general ledger was the only record 
salvaged from the safe, and it was 
damaged. The fire loss adjuster 
has difficulty valuing the raw 
material inventory because the 
factory ledger and inventory rec- 
ord were burned. However, the 
company’s published statement at 
the end of the last fiscal period 
showed the raw material inven- 
tory at that time. From a shipping 
agency’s record of material re- 
ceived and shipped during “‘B’s” 
current fiscal period, the raw 
material purchases and the fin- 
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ished product sales are compilable 
and calculable. 

The nature of the product 
always made it necessary to ship 
all material that entered into pro- 
duction at the close of each day; 
therefore, there was no “goods in 
process” or “finished goods” on 
hand at the time of the fire. The 
general ledger which had been 
posted to the close of business on 
April 30th showed balances in the 
following accounts: capital stock, 
mortgage payable, mortgage in- 
terest, wages, cash, salaries, adver- 
tising, other selling expense, build- 
ings, accounts receivable, accounts 
payable, insurance premiums, 
equipment, reserve for income 
taxes, reserve for depreciation (the 
two reserve items are from begin- 
ning of the current fiscal period). 

(a and b) From the above infor- 
mation and on the assumption 
that the rate of profit from operations, 
which has averaged 70 percent of 
net sales for the last three years, 
would be the same for this period, 
provide complete and specific in- 
structions for calculating the book 
value of the raw material inven- 
tory at the time of the fire. 

(c and d) If the fire in Company 
“*B’s” plant had occurred on May 
10th, and the general ledger ac- 
counts had not been posted since 
April 30th, which of the accounts 
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would have: balances likely to 
cause (1) overstatements, (2) un- 
derstatements of the company’s 
net income for the period? Give the 
specific reason for the effect of 
each account you have mentioned. 

(e) Explain the purpose of a 
subsidiary ledger and _ indicate 
which of the accounts shown on 
**B’s” general ledger might have 
come from a subsidiary ledger. 
Question 2. The “D” manufac- 
turing corporation is normally a 
very heavy borrower from the 
banks, but it follows the practice 
of liquidating each commercial 
bank loan at least once a year. 

(a) Is the practice of the “D” 
manufacturing corporation an un- 
usual procedure on the part of 
commercial borrowers? In your 
answer indicate, with reasons, 
whether or not banks look with 
favor upon such a practice. 

(b) Other than loans by com- 
mercial banks, describe the prin- 
cipal types of lenders from which a 
manufacturer can obtain his needed 
capital. 

(c) Explain the factors that will 
help him to determine the extent 
to which he should obtain the cap- 
ital (1) through commercial bank 
loans, (2) from other sources. 

Turn now to page 53 for the an- 
swers and rate your C.P.C.U. 
standing accordingly. 
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ished product sales are compilable 
and calculable. 

The nature of the product 
always made it necessary to ship 
all material that entered into pro- 
duction at the close of each day; 
therefore, there was no “goods in 
process” or “finished goods” on 
hand at the time of the fire. The 
general ledger which had been 
posted to the close of business on 
April 30th showed balances in the 
following accounts: capital stock, 
mortgage payable, mortgage in- 
terest, wages, cash, salaries, adver- 
tising, other selling expense, build- 
ings, accounts receivable, accounts 
payable, insurance premiums, 
equipment, reserve for income 
taxes, reserve for depreciation (the 
two reserve items are from begin- 
ning of the current fiscal period). 

(a and b) From the above infor- 
mation and on the assumption 
that the rate of profit from operations, 
which has averaged 70 percent of 
net sales for the last three years, 
would be the same for this period, 
provide complete and specific in- 
structions for calculating the book 
value of the raw material inven- 
tory at the time of the fire. 

(c and d) If the fire in Company 
*B’s” plant had occurred on May 
10th, and the general ledger ac- 
counts had not been posted since 
April 30th, which of the accounts 
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would have- balances likely to 
cause (1) overstatements, (2) un- 
derstatements of the company’s 
net income for the period? Give the 
specific reason for the effect of 
each account you have mentioned. 

(e) Explain the purpose of a 
subsidiary ledger and _ indicate 
which of the accounts shown on 
**B’s” general ledger might have 
come from a subsidiary ledger. 
Question 2. The “D” manufac- 
turing corporation is normally a 
very heavy borrower from the 
banks, but it follows the practice 
of liquidating each commercial 
bank loan at least once a year. 

(a) Is the practice of the “D” 
manufacturing corporation an un- 
usual procedure on the part of 
commercial borrowers? In your 
answer indicate, with reasons, 
whether or not banks look with 
favor upon such a practice. 

(b) Other than loans by com- 
mercial banks, describe the prin- 
cipal types of lenders from which a 
manufacturer can obtain his needed 
capital. 

(c) Explain the factors that will 
help him to determine the extent 
to which he should obtain the cap- 
ital (1) through commercial bank 
loans, (2) from other sources. 

Turn now to page 53 for the an- 
swers and rate your C.P.C.U. 
standing accordingly. 
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Court “Decisions XXIII 
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Liability of Parking Lot Owner —A 
man, after parking his car in a parking 
lot, told the manager of the lot that he 
had valuable personal property in the 
car and requested permission to lock it. 
The manager refused this permission. 
When the man returned later his car 
was not delivered to him. He sub- 
sequently recovered the car, but the 
valuables were missing. He sued the 
parking lot owner for the value of the 
missing property. The trial court ren- 
dered judgment in favor of the parking 
lot, but the appellate court reversed the 
judgment, holding, among other things, 
that where the ordinary charge for 
parking was paid, it would cover the 
contents of the car. (Pallotto v. Hanna 
Parking Garage Co. (Ohio 1946) 68 
N.E. 2d 170.) 

Sv 

Liability of Storekeeper— A woman 
customer in a grocery store was injured 
when she fell through a trap door in the 
floor, which she claimed had been 
opened by the grocer, when her back 
was turned, and left unguarded. In her 
suit against the grocer to recover for her 
injuries, the jury returned a $3,000 
verdict in her favor. The trial court, 
however, set this verdict aside and gave 
judgment for the storekeeper. The appel- 
late court reversed this judgment and 
ordered a new trial. (Robertson v. 
Wall (Missouri 1946) 195 S.W. 2d 894.) 
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Liability of Landlord —A_ plumber 
employed by a landlord shut off a main 
water supply valve without giving ad- 
vance notice to the tenants of the 
apartment house. One of the tenants 
left his apartment leaving some of the 
water faucets open. When the main sup- 
ply was turned on the water overflowed 
into the apartment below, causing dam- 
age to the furniture. The tenant whose 
furniture was thus damaged sued the 
landlord. The court directed a verdict 
for the landlord. The appellate court re- 
versed this judgment and ordered a new 
trial, holding that the tenant had made 
out a case for the jury to decide. 
(Glaude v. Nash, Municipal Court of 
Appeals, District of Columbia, March 
29, 1946.) 
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Liability of Hospital — A nurse and an 
interne in a charitable hospital entered a 
woman patient’s room by mistake and 
informed her that she was to have a 
blood transfusion from her daughter. She 
said she had no daughter, but they gave 
her the transfusion although none had 
been ordered. As a result, she became 
mentally ill, spending some time in a 
state hospital for the insane. She sued 
the hospital and recovered a judgment 
for $6,500. Affirmed on appeal. (Neco- 
layff v. Genesee Hospital (New York 
1946) 61 N.Y.S. 2d 832.) 





* Fidelity protection is a 
major element to be con- 
sidered in guarding bus- 
iness assets; and the pro- 
ducer should be sure his 
insureds’ protection is ad- 
equate 


How About Fidelity Limits? 


UCH PUBLICITY has been 
given to increasing the 


amounts of insurance carried by 
business to avoid the danger of 
underinsurance as a result of high 
values today. But there is a po- 
tential loss exposure which has not 
received the publicity it deserves, 
and that is the possibility of finan- 
cial loss through employee dishon- 
esty. Producers should promptly 
review the fidelity bonds carried 
by their insureds to determine 
whether they are adequately pro- 
tected under present conditions, 
and to urge those who do not have 
bonds to purchase them without 
delay. 

Postwar disruptions and the in- 
creased cost of living have caused 
uneasiness and discontent on the 
part of many white collar workers 
who have not shared generally in 
the substantial increase in wages 
received by the organized worker. 
These employees have been ac- 





By C. RUSSELL SWEET 





customed to a certain standard of 
living and most are finding now 
that they cannot make ends meet 
and still maintain that standard. 
Many of these employees are in a 
position of trust and have been for 
years — but no one can tell when 
temptation may be stronger than 
their moral fiber can withstand 
and the employers’ funds misap- 
propriated, with consequent seri- 
ous loss — or perhaps even bank- 
ruptcy — unless protection is 
carried. 

Of course, we do not want to 
paint an exaggerated picture, but 
we know from experience there are 
individuals who, for one reason or 
another, will devise some scheme 
to embezzle their employers’ funds. 
An illness or an operation requir- 
ing a large sum of money may 
prompt an employee to “‘borrow” 
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his employer’s funds, without the 
employer’s knowledge, and from 
that point on anything may hap- 
pen — usually pyramiding of the 
loss until eventual discovery. Then, 
too, there are race tracks and 
other games of chance which lure 
some employees into believing 
they can make “easy money” with 
the inevitable tragic result. No 
system of checks and balances has 
yet been devised which will pro- 
tect business against the weakness 
of some human natures. 


EXAMPLES OF LOSSES 


Estimates of employers through- 
out the country who are not cov- 
ered by fidelity bonds run from 50 
percent to 75 percent, and it has 
been estimated that fidelity losses 
not covered are about $500,000,- 
000 per year. A few examples of 
losses which we have paid will 
illustrate the degree of underin- 
surance in fidelity coverage. Here 
are just four of them: 

1. “The cashier in a branch 
office of a meat packer, very adept 
at figures, conceived the idea of 
pocketing monies which he re- 
ceived on collections and covered 
this up by transferring funds from 
the employee sick benefit associa- 
tion of which he was treasurer. In 
this manner he created a deficit of 
approximately $10,000. The fi- 
delity bond coverage was $5,000.” 

2. “An employee had, in the 
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course of two years during war 
time, been promoted from clerk to 
paymaster. One of his duties was 
to prepare payroll checks which 
were signed by impressing the 
facsimile signature stamp of au- 
thorized officers on such checks. In 
a little more than a year this 
employee had negotiated approxi- 
mately $25,000 worth of checks 
which were made payable to 
former employees, by personally 
presenting them at the bank for 
payment on the pretext that the 
payees were too busy and had 
asked him to cash the checks in 
their behalf. Fidelity coverage was 
in the amount of $5,000. The 
employer, of course, had to stand 
a loss of $20,000.” 

3. “Miss X was forty years old, 
single, and a trusted employee. 
She had been employed as book- 
keeper for ten years when a loss 
was discovered. Her method of 
operation was comparatively sim- 
ple. Her employer had an interest 
in three hotels and she was en- 
trusted to keep a separate set of 
books and bank accounts for each 
of them. In order to cover up her 
embezzlement she would transfer 
funds from one of the accounts to 
another to make up the deficits 
and report incorrect bank bal- 
ances. Her scheme finally came to 
light when she had depleted all 
three of the accounts below a 
working balance and she then con- 





1947 


fessed. She was bonded in the sum 
of $5,000, but the loss amounted to 
approximately $30,000.” 

4. “Mrs. B, who was about 
thirty-five years of age and mar- 
ried, had been in the employ of a 
department store for about five 
years. This firm had absolute con- 
fidence in her integrity and abil- 
ity, and, therefore, when she stated 
that an account was uncollectible 
it was marked ‘dead matter’ and 
no longer retained in the active 
file. It developed, however, that 
Mrs. B was actually making col- 
lections on many of the accounts 
that she had marked ‘dead mat- 
ter? and was appropriating the 
money to her own use. This prac- 
tice continued for a period of about 
two years, during which time 
she had embezzled approximately 
$15,000. Coverage on her bond 
was limited to $10,000 and her 
employer had to stand the differ- 
ence.” 

Recently there was a very large 
loss which has received wide pub- 
licity, where the amount embez- 
zled was over $800,000 and the 
amount of the fidelity bond was 
$5,000. Another recent loss in- 
volved a treasurer of a securi- 
ties holding company which was 
formed to liquidate some $750,000 
in securities. It was alleged that 
this individual embezzled $220,- 
000 of the securities. No bond was 
carried, 
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Insurance producers should build 
up a file of fidelity losses to demon- 
strate to their clients that such 
losses do happen and might hap- 
pen to them. It is not hard for the 
average business man to realize 
that he must carry insurance on 
his buildings, and it usually does 
not require much sales effort to 
have him carry liability protection 
on his automobiles and business 
operations. Where large sums are 
physically on hand or carried by a 
messenger, the need for adequate 
burglary and robbery insurance is 
readily apparent to him. He car- 
ries these coverages primarily to 
protect himself against a large 
financial loss in case the contin- 
gency should occur, no matter 
how remote it may be. 


Vira. PROTECTION 


Loss of a building or a large sum 
of money is a very real thing and 
insurance is carried to protect the 
financial position of the business. 
The necessity for fidelity bond 
coverage should be presented on 
the same basis: that is, not how 
remote the possibility of loss may 
be, but how large a loss could be 
developed before discovery, and 
whether such a loss could be 
borne by the business without 
adequate fidelity protection. Most 
businesses, and particularly the 
smaller ones, need protection 
against employee dishonesty just 
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as much as they need fire and lia- 
bility insurance protection, and 
the producer should see that his 
clients realize this need. 


WIDESPREAD COVERAGE 


Of course, an employer may 
insist that all of his employees who 
handle money have been with him 
for years, that they are trust- 
worthy and would not possibly 
yield to temptation. His insurance 
advisor should point out to him 
that he is taking a long chance 
and his faith in human nature 
may receive a severe jolt if he 
finds that one of these employees 
has succumbed to temptation, 
causing a major financial loss. 

Then, too, it is not always the 
employees who handle money who 
may cause a loss. Merchandise 
can be disposed of very readily 
these days and a large loss may be 
perpetrated by one or maybe 
several employees working in col- 
lusion. Most businesses have had a 
relatively large turnover in so far 
as employment is concerned dur- 
ing the last few years, which tends 
to increase the chances of employ- 
ing workers who might try to 
profit by their dishonesty. The 
producer should recommend that 
a modern form of blanket bond be 
carried, in an adequate amount to 
protect the business against finan- 
cial loss through the dishonesty of 
any of its employees. To pick out 
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only certain employees for cover- 
age is dangerous. 

While the most important con- 
sideration in carrying a fidelity 
bond is the protection that it 
actually affords when a loss oc- 
curs, there are other advantages 
which accrue. 


ADVANTAGES 


A bonding company inves- 
tigates employees who handle 
money or property. This is a 
valuable service that makes it pos- 
sible for the employer to weed out 
those employees who do not meet 
the required standards. Also there 
is the effect upon an employee 
who is bonded by a_ bonding 
company. Experience has proved 
that an employee who has been 
bonded is not so likely to cause a 
loss, perhaps because of the fear 
that the bonding company will 
make it hard for him if he should 
misappropriate bonded items. 

There is also the added security 
which the employer has when he 
carries an adequate fidelity bond 
in dealing with his banks or 
others where his credit is a factor. 
A fidelity bond is real protection 
in so far as a financial statement is 
concerned, if it is carried in a 
sufficient amount to cover any 
possible hidden loss suddenly dis- 
covered after it has reached major 
proportions. Even if no outside 
credit is desired or needed, if 
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Race tracks and other games of chance lead to tragic results 


assets appearing on the financial Now what happens when a loss 
statement are in fact false as a occurs? -Is it necessary for the 
result of an employee’s helping insured to catch the defaulter if he 
himself to funds, a fidelity bond has disappeared, before the bond- 
will provide protection for the ing company even undertakes to 
invested capital in the business. settle his loss? No, that is not the 
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case. The bonding companies 
today, under the modern forms of 
blanket bonds, require only reas- 
onable proof that the loss has been 
caused by the dishonesty of an 
employee or maybe several em- 
ployees. There is only the question 
of determining how much the loss 
actually is and payment of such 
loss up to the amount of protec- 
tion carried is promptly made. 


COMPARISON OF FoRMS 


What has the producer to offer 
his clients to protect them against 
employee dishonesty? There are 
many forms of bonds, such as 
individual bonds, name schedule 
bonds, position schedule bonds, 


etc. But most businesses should 
have broad forms of bonds which 
provide automatic coverage for all 
employees and any new employees 
who might be hired from time to 
time without the necessity of noti- 
fying the bonding company. The 
two principal forms of bonds 
which provide very broad auto- 
matic coverage are the blanket 
position bond and primary com- 
mercial blanket bond. 

The blanket position bond cov- 
ers each and every employee in 
the face amount of the bond. The 
amounts range from $2,500 to 
$100,000. The principal advan- 
tage of this form of bond is that 
where more than one employee is 
involved in a loss and all the 
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employees can be identified, the 
amount of the bond applies to 
each employee. Even when a loss 
can be reasonably proved to have 
been caused by employee dis- 
honesty, but no employee can be 
named, the face amount of the 
bond is still available. 

The primary commercial blan- 
ket bond has the same automatic 
features as the blanket position 
bond. The essential difference is 
that the primary commercial blan- 
ket bond provides protection in 
the face amount of the bond no 
matter whether one or more em- 
ployees may be involved in any 
one loss. Usually the primary 
commercial blanket bond should 
be carried in a much higher 
amount than a blanket position 
bond. The amounts range in this 
bond from $10,000 upward. The 
face amount of both bonds is 
automatically restored both as to 
prior and subsequent losses. In 
other words, neither bond is re- 
duced when a loss is paid, and no 
additional premium is charged. 
Combinations of these two bonds 
are available to cover larger busi- 
nesses and each of them may be 
supplemented by additional cov- 
erage on certain named _ indi- 
viduals or positions. 


CoMPUTING PREMIUM 


All that is needed in arriving at 
the amount of premium to be 
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charged for these bonds is to get 
the description of the business, a 
list of employees by classifica- 
tions, such as bookkeeper, sales- 
man, manager, office clerk, and 
so on. The premiums are based on 
the various classifications of em- 
ployees. The manual premium is 
then computed. If the experience 
has been good and the annual 
premium amounts to $150 or 
more, an experience credit will 
apply, the size of which will de- 
pend upon the amount of annual 
premium developed. This pre- 
mium is not subject to adjustment 
during the year, unless there is a 
merger or consolidation of the 
insured with another company. 

The premiums on blanket bonds 
have been reduced greatly within 
the last few years and they are 
now at the lowest level in the 
history of the business. In addition 
to this reduction, bonds may now 
be written for a period of three 
years at two and one-half times the 
annual premium, which amounts 
to another material reduction. 


IMPORTANCE OF SURVEYS 


Fidelity protection is a major 
element to be considered by a 
business man in protecting his 
assets. The protection afforded by 
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a fidelity bond is very broad, and 
should be considered in providing 
proper insurance protection along 
with the other important cover- 
ages. One of the best ways of 
developing fidelity bond produc- 
tion is through a survey or analysis 
of all the insurable hazards of a 
business. This provides an excel- 
lent opportunity not only for 
bringing fire insurance coverages 
up to date, but for recommending 
the comprehensive casualty cov- 
erages such as comprehensive dis- 
honesty, disappearance and de- 
struction policies, if these broad 
forms are not already carried. 
Fidelity coverage is an important 
part of the comprehensive dis- 
honesty, disappearance and de- 
struction policy, and when this 
protection is explained in relation 
to the other comprehensive forms 
its relative importance can be 
demonstrated to your client and 
provision made for carrying prop- 
er and adequate amounts. 

If a producer undertakes to 
provide his client with a well- 
rounded insurance program, he 
cannot afford to overlook the 
fidelity bond coverages that are 
available and explain the bene- 
fits and protection which they 
afford. 
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HON. JAMES F. MALONE, JR. 
PENNSYLVANIA 


7 HonoraBLE JAMES F, MAtone, Jr., Insurance Commis- 
sioner for Pennsylvania, was born in Pittsburgh and was edu- 
cated in the public schools of that city. He was graduated from 
Duquesne University Law School and was admitted to the Alle- 
gheny County bar in 1927. From 1928 to 1931 he was solicitor of 
the board for the assessment and revision of taxes of Allegheny 
County, and was assistant District Attorney of Allegheny County 
from 1934 to 1939. Since June, 1942, he has been chairman of the 
Republican Executive Committee of Allegheny County. He has 
been engaged in the general practice of law in Pittsburgh since his 
admission to the bar, in 1927. 
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HON. EUGENE H. GIROUX 
MASSACHUSETTS 


TS HonorasB_eE EuGene H. Giroux was born in Somerville, 
Massachusetts. He was graduated from Boston College in 1925 
with an A.B. degree, and from Boston University Law School in 
1928 with an LL.B. degree. He has been a practicing attorney 
since that year. From 1931 to 1936 he served in the Massachusetts 
House of Representatives; from 1937 to 1944 in the Massachu- 
setts Senate, serving on the Committees on Municipal Finance, 
Legal Affairs, and Ways and Means. He was also a member of the 
Commission on Interstate Cooperation from 1940 to 1944, He was 
appointed to the Alcoholic Beverages Control Commission in 1943 
and served for three years. In 1946 he was appointed a member of 
the Industrial Accident Board for a five-year term and designated 
as chairman. 
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¢ Highway accidents, labor 
and repair costs are on the 
increase, and automobile 
liability rates are of neces- 
sity following that trend 


Rates Follow the Spiral 


NFLATION — that is a word to be 
feared by all men in business 
today. Yet, how many insurance 
agents and companies fully realize 
that inflation has hit the automo- 
bile liability and accident insur- 
ance rates? It is, indeed, a surprise 
to compare the rates of 1941 with 
1947. But when the reasons back 
of the premium climb, from pre- 
war to postwar, are investigated, 
surprise fades to a resigned shake 
of the head. 

After the war-born restrictions 
on gasoline and tire sales were 
lifted, following Japan’s capitula- 
tion in late 1945, people started 
making up lost miles with a venge- 
ance. Everyone was eager to get 
in the old bus and roll for hours 
over the weekends; wives took to 
driving to the store again; junior 
was allowed to borrow the family 
car for dates, and father deserted 
the street car as a means of trans- 
portation to and from work. 





By R. R. STUBBLEFIELD 
and D. J. HARRIS 





Sorry to say, the accident rate 
climbed right along with the addi- 
tional miles driven and soon passed 
the 1941 accident average per 
1,000 miles driven. Old cars were 
still being nursed along years after 
they were past due for the junk- 
yard; even the newer cars were 
four years old. Lack of replace- 
ment parts during the war years 
hampered proper repairs and al- 
lowed unsafe autos to remain on 
the highways. Tires that had been 
recapped over and over again 
naturally could not stand the 
higher speeds and caused many 
wrecks. 

The number of car accidents in 
Denver, Colorado, a typical city, 
was 4,303 in 1941. Last year, Den- 
ver had a total of 5,681 accidents 
—an increase of 1,378 over the 
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last prewar year. Let’s analyze 
these statistics. Accidents causing 
property damage in 1941 were 
2,715; in 1946 there were 4,199 
accidents which caused property 
damage, an increase of more than 
a third. Forty-five persons died 
from traffic accidents and 1,790 
were injured — 
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placement items have increased 
sharply. Here in Denver, the aver- 
age wholesale price is 75 percent 
over 1941 wholesale prices on all 
kinds of parts. Many reasons are 
causing these price boosts for 
parts, including the following: the 
huge demand for repairs from auto 

owners unable 





some of them 
crippled for life 
— in 1946. 

We can see 
that at least two 
factors are a 
cause of acci- 
dent augmen- 
tation on the 
roads: (1) more 
driving by more 
people, and (2) 
older autos in 
ill repair fre- 
quenting the 
highways. Even 
if all other con- 
ditions had been 
held constant, 
premium rates 
on automobile insurance still would 
have gone up to compensate for 
the increase in traffic smashups. 

But all other factors were not 
held constant. Parts, which are 
vital in repairing wrecked cars, 
have been scarce and even now 
are only trickling back to dealers 
and repair shops in small numbers. 
And the price quotations on re- 
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. create safety-consciousness 


to procure new 
machines; the 
many labor 
strikes during 
the months fol- 
lowing war’s end 
in the automo- 
bile industry 
and in basic in- 
dustry, which 
affected parts 
manufacturers 
adversely; the 
fact that the 
auto industry, 
busily producing 
new machines, 
has very few 
parts to go out 
as replacements; 
accidents taking many more parts. 
Therefore, to repair each car 
after an accident costs vastly more 
than in 1941. Is it so surprising 
now that rates have climbed? 
Then comes labor. The wage ot 
an automobile mechanic in Den- 
ver during 1941 averaged $1 an 
hour. Since then wages have 
zoomed upward and are hovering 
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between $1.50 and $1.75 per hour 
for skilled mechanics. Labor be- 
came more and more scarce as the 
war progressed, with skilled help 
either going to the armed forces or 
to draft-exempt war plants. Ga- 
rages were forced to hike wages in 
order to attract men. It was 
thought that with the cessation of 
hostilities, the closing of war plants 
and the return of veterans, this 
problem would ease. But this has 
not proved the case. It is still a 
seller’s market for many items, 
and will continue to be so. The 
demand for peacetime goods is at 
an all-time high. The amount of 
skilled labor available is still short, 
which keeps wages way above 
normal. Add a minimum 50 per- 
cent increase in labor costs to the 
fact that workers are not as skilled 
as prior to the war and take longer 
to complete a repair job, and pre- 
miums keep right on climbing. 


Heavy Ciaim PAYMENTS 


Now for the crushing blow. Dur- 
ing 1941 approximately 40 per- 
cent of premiums for automobile 
insurance was paid out in claims; 
1942 saw 57 percent of premiums 
paid out in claim settlements; 1943 
had 69 percent of premiums paid 
in claims; 1944 was a little better 
with 61 percent; 1945 saw a fur- 
ther drop to around 44 percent. 
But it is estimated that claim pay- 
ments from premiums in 1946 ran 
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as high as 80 percent — or more — 
which will mean that the insur- 
ance companies suffered a loss in 
1946. When insurance companies 
show losses, they must raise rates 
to compensate for claims. If all 
factors which are causing the spiral 
of rates continue to press as hard 
as in 1945-46, agents will find the 
rates up to a point where they will 
meet resistance by customers. 


Hope For FuTurRE 


While the facts appear dismal, 
there are a number of things which 
will, in time, brighten the picture. 
Also there are ways in which in- 
surance companies and agents can 
combat the inflation spiral. 

One of the things which will 


help to flatten the spiral is the 
ever-increasing stream of new cars 
coming off the production lines. 
The more new cars on the roads, 
the greater the number of old ones 
which will be junked; thus taking 
off the nation’s highways part of 
the cause of the rising accident 
rate. Then, too, when people have 
a spanking new car, all shining 
and clean, they will be much more 
careful about how they drive. This 
psychological factor will be of im- 
portance in helping to reduce ac- 
cidents. Since the majority of 
wrecks causing property damage 
involve the younger group of driv- 
ers, parents will be more cautious 
in permitting their sons and daugh- 
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4 


Parents will be cautious in permitting children the use of a new car 


ters continued indiscriminate use 
of a new automobile. 

Next, the Federal government, 
co-operating with the different 
states, is appropriating money to 
be placed with state money for the 


building of highways. This, of 
course, is a long range program, 
but with better highways being 
built and old highways improved, 
a major cause of serious accidents 
will be reduced. The majority of 





1947 


accidents on highways happen at 
high speed. This single fact — 
high speed — boosts the amount 
of damage done and the death toll 
way up. Therefore, with highways 
built and engineered for fast driv- 
ing in modern cars, the accident 
toll will be dropped accordingly 
and premiums on insurance will 
follow the drop. 

Many state legislatures are con- 
sidering financial responsibility 
laws. Passage of such laws, forcing 
drivers to show financial respon- 
sibility in case of an accident, 
would do much to foster careful 
driving. Many people would think 
twice before taking an unnecessary 
chance while driving if they knew 
they would be held financially 
responsible for any accident caused 
by them. The loss of driving li- 
censes for failure to show financial 
responsibility in case of an acci- 
dent would be a definite deterrent 
to reckless and’ careless driving. 
It is believed this type of legisla- 
tion should be pushed with fervor. 
These laws would also show car 
owners the advisability of carrying 
liability and property damage in- 
surance. The more policies issued 
by the companies, the lower their 
rates can be set. 


Sarety CAMPAIGNS 


Insurance companies and agents 
can do many things in the fight 
against rising rates. Number one 
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on the list is creating a safety- 
minded public. Companies 
should — there are many which 
have — establish safety campaigns. 
A company should, under present 
conditions, have a man devoted 
entirely to promoting safety. His 
wages would be more than paid 
for by the decreased number of 
claims resulting from safer driving. 
A company can foster highway 
safety through publicity in news- 
papers, and in local organizations 
such as Rotary Clubs, Lions Clubs, 
Elks, Junior Chambers of Com- 
merce, The American Legion, 
Veterans of Foreign Wars, and 
many other typical groups through- 
out the country. Contests might 
be gotten up to further safe driv- 
ing habits. Denver, for instance, 
through the local Junior Chamber 
of Commerce, is currently com- 
peting with Portland, Oregon, for 
the best safety record of 1947. 
Both cities are giving wide pub- 
licity to the campaign. Full use of 
radio, newspapers, and other ad- 
vertising devices, such as bill- 
boards, is being made. 

Individual agents can do their 
bit by stressing the need for safe 
driving to their customers. It 
might be a good idea for them to 
distribute with each policy re- 
newal a small booklet on safe 
driving. Many persons on renewal 
ask why rates have gone up. It is 
the job of the salesmen to point 
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out to their customers the correla- 
tion between the accident rate and 
insurance premiums. A salesman 
with facts and figures to back up 
his statements regarding rates will 
do much to promote better and 
safer driving among his clients. 

It is the job of everyone to stop 
this inflationary movement of pre- 
miums. If every company and 
agent will get behind campaigns 








promoting safety, working with 
the different organizations foster- 
ing safe driving education, it won’t 
be long before results will be ob- 
vious. There is little one can do to 
solve the labor problems, produc- 
tion problems and rising prices 
for materials, but a determined 
effort can be made towards creat- 
ing a safety-conscious motoring 
public. 


““Remember that combination residence policy you sold me. Well . . [” 








e « « ACCIDENT 


Didn’t Pay. The man had already left 
the trolley when he realized that he 
had not paid his fare. Being a person of 
integrity, he turned back and shouted to 
the conductor, who reached through a 
window to receive the money. Satisfied, 
the scrupulous passenger turned to cross 
the street and was struck by another 
trolley, cutting his forehead badly. 
Undoubtedly from his bed of pain a 
thought has occurred to him: és honesty 
the best policy? (Philadelphia, Pa.). 
. . . Strong-Arm Tactics. Fuming after a 
spat with his wife, the irate husband 
stormed out of the house and slammed 
the door behind him. There was a tre- 
mendous crash and he turned — aghast! 
The entire front of the three-story build- 
ing, weakened by wartime bombings, had 
collapsed (London, Eng.). . . . Danger: 
Man Sleeping! Places which are safe for a 
person to be are becoming scarcer by the 
day, as one citizen can testify. He rolled 


over in bed one night and dislocated 
his shoulder (New Kensington, Pa.). 


« « e AUTOMOBILE 


Got What He Asked For. A state trooper 
dashed out to flag a car which was speed- 
ing much too swiftly down the highway. 
“‘Let’s see your pilot’s license,” he re- 
marked caustically to the driver. ‘‘Got it 
right here,” the driver replied, and 
fishing into a pocket he pulled out a 
complete set of airplane papers. The 
trooper, with a sense of humor common 
to few, laughed and let him go — cau- 
tioning him to slow down on the ground 
(Baltimore, Md.). . . . Visual Aid. A 
debate on the traffic code was waxing 
loud and long in the House of Commons, 
when the current speaker was sudden- 
ly interrupted by a resounding crash. A 
car, which was being pursued by the 
police at 70 miles per hour, crashed 
through the guard rail and landed abrupt- 
ly and unceremoniously on the Commons 
*‘Speaker’s Green,” 12 feet below (Lon- 
don, Eng.). 


. . . MISCELLANEOUS 


Out-Sold. Armed with what he con- 
sidered good selling arguments, an insur- 
ance salesman called upon a prospect. 
Shortly thereafter he left — but he had 
sold no insurance. Instead his prospect, 
an Army recruiter, had sold the salesman 
a three-year hitch with the paratroops in 
Japan (Bellaire, O.).... Short and 
Sad. Without further comment, we print 
a letter recently received by a traffic bail 
clerk. “Inclosed find check for $2 cover- 
ing parking citation. Good beginning for 
a bad day. The same day my car was 
smashed up in an accident. One hour 
later my shop went up in smoke. Cita- 
tion — $2. Car damage — $250. Fire 
— $100,000. Total — $100,252. Enough 
for one day?” (Pasadena, Calif.). 
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Six Years ~A go 


What better source of business is there, generally speaking, than the client to 
whom you have already sold yourself and your service? Presumably you should 
be more familiar with the insurance requirements of an established client than 
with those of a prospect, and so be in much better position to advise him to his 
advantage — and your own. . . . So let’s be nearsighted in this case. This is 
one instance in which myopia can be an advantage instead of an affliction. — 
G. S. McIntosh. 


Four Years -A go 


Glass has assumed an ever-increasing importance as an embellishment of the 
home, while plate glass windows in buildings and stores have always been the 
“guardian (though fragile) angels” of various business premises. . . . For 
nearly fourscore years, great progress has been made in bringing about an 
appreciation of the importance of glass insurance for property owners and 
lessees aind tenants of stores; nevertheless, it is estimated that some 75 percent 
of all glass installations are still unprotected by proper coverage. — John W. 
Marden. 


Two Years ~A ‘go 


All producers have a stake in each fidelity account. If 500,000 new prospects 
can be sold fidelity coverages in the next few years, agents and brokers will 
have increased their “‘prime assets.”” Your time can be well spent in prospecting 
for fidelity business (a) from the new units of business which will develop in the 
postwar period (b) in canvassing and selling the 75 percent or more of business 
units now without this protection (c) in increasing to adequate amounts the 
business of your present fidelity customers. — Fred H. Doenges. 
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NEW APPROACH. Much has been said about the 
proper procedure for crossing the street, but no one 
ever mentioned swimming as a prerequisite. Neverthe- 
less in the flooded town of Todos Santos, Bolivia, non- 
swimmers must depend on a boat or water wings. 


NEWCOMER. With summer well launched, the time 
has come to talk once again of pleasure craft — and 
here is a recent addition to that species. Another 
reconversion product, it is built of airplane belly 
tanks and powered with an outboard motor. 


A (Come On In: 


‘Personalities WV 


AWARD-WINNER. L. M. Felmly (left), editor, Newark News, receives from Governor Driscoll the citation for 
best newspaper coverage of the New Jersey highway safety campaign put on last year by the Association of Casu- 
alty and Surety Executives and New Jersey Press Association. T. C. Summerill, past president, N.J.P.A., and 
Willard Bowman, new president, look on. The present nationwide highway safety program sponsored by the 
Association and endorsed by the President's Highway Safety Conference grew out of individual state campaigns. 
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EVERYBODY OUT. The absolute end of the line was WHOA! Trains are expected to stop 4 station 


reached, and no mistake about it, as this New York subway not supposed to end up ## them. That very thia 


train sped into the station and smashed against the end recently in Wisconsin when one freight train 
wall. The switchman who was bringing the train into the knocking several cars into the building. Five 
station was hospitalized with possible internal injuries. escaped injury — the sixth was injured only sligh 


A Railroad 


UNEXPECTED VISITOR. It is difficult to tell where house ends 
and truck begins in the avalanche of bricks which were jarred loose 
when the truck went out of control and crashed into the side of this 
Philadelphia residence. Another few feet and the truck driver would 
have found himself an unwilling guest of the occupants. 


CAPSIZED. This trailer truck was d 
ahead came to a sudden stop on the 
brakes to avoid a collision, his vehicle 
through the guard rail to the road 20 
that the truck driver climbed from hi 





a 





hey are certainly 


er, happened when this electric train smashed into a 

d into another, parked one in Sweden. Two freight cars 

aped clear and of the parked train were thrown into 
the air, and one landed on the engine. 


own the highway when the car directly 
s. As the truck driver slammed on his 
, sideswiped the automobile and plunged 
iow. In the realm of miracles is the fact 
injured! 


FREAK CRASH. The engineer died RUNAWAY. It wouldn’t take much to upset 


the precarious balance of this freight car, nearly 
half of which juts out into a busy Chicago street. 
Detached from a train when its coupling broke, 
it rolled down a spur track, stopped just in time. 


wee eR 


Motor Vehicle V 


FLATTENED OUT. Only because they leaped to safety did the 
drivers of these two vehicles sustain only slight injuries and live to 
tell the tale. The trailer tore free from its swivel-plate and swung 
across the highway, completely demolishing one car and killing the 
three occupants before it jackknifed and overturned upon this auto. 





DWARFED. Towering against a background of flame clouds PUZZLE TO UNSCRAMBLE. This street in 
ire the charred ruins of one of five buildings in Rockford, Ill., Manhattan looked like a plate of spaghetti 
hich burned in this blaze. Loss was estimated at $750,000. after firemen had hooked up hundreds of feet 
he firemen and the stream of water they are playing look quite of hose to fight a five-alarm warehouse fire. 
heffectual against the great conflagration behind them. Damage to stored goods was tremendous. 


Fire, 


‘THE NEWS IN PICTURES. 


Miscellaneous VW 


ANISHING PROPERTY. A gas line REDUCED TO KINDLING. Firemen deal with the still-burning 
etches its snake-like length down the wreckage of a house which was completely demolished by an 
ll after being uncovered by a landslide. explosion resulting from an accumulation of sewer gas. Not only 
his entire section of ground in Medow- was this house levelled, but the two adjoining ones were set afire. 
le, Wash., is slipping into Puget Sound. One person was killed and seven were injured in the disaster. 








¢ It is the important function 
of the Special Service 
Division of the National 
Conservation Bureau to 
form initial contacts in the 
business of selling safety 


We Wholesale Safety 


IX-CYLINDER automobiles, five- 
S room cottages and four-piece 
furniture suites are lingering long 
from the buyers’ market. No one 
has to be sold on the relative value 
of the suit with an extra pair of 
pants. The goods- and service- 
hungry populace are in the market 
for everything and anything from 
azalea bushes with multi-colored 
blossoms that change on the hour, 
every hour, to group plans provid- 
ing compensation in the event a 
fatal accident occurs as a direct 
result of the use ofa ball-point pen. 

This mass psychology prevalent 
today is embracing practically 
everything except in some instances 
the products and programs of 
most vital value to all. 

The National Conservation Bu- 
reau’s commodity, “‘safety,”’ still 
remains on the list of stocks that 
must be sold. As the agent of the 
Association of Casualty and Sure- 
ty Companies with the respon- 
sibility of selling safety, our job is 
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a diversified one with innumerable 
obstacles blocking the road to 
safer homes, cities and states. 

As a wholesaling house for 
safety, our responsibilities may be 
to the final customers. However, 
our objectives can only be realized 
through the cooperation of the 
retail agencies in direct contact 
with the people who will ulti- 
mately live longer and happier be- 
cause of our program of endeavor. 

In the field of street and high- 
way accident prevention, the Spe- 
cial Service Division’s job begins 
with the initial contact of city and 
state officials, but it doesn’t stop 
there; for good relations depend 
on the maintenance of a vital in- 
terest in the specific problems of 
the particular community, state 
or agency we are dealing with. 
This policy of continued interest 
and aid has proved itself in the 
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fruitful accident prevention legis- 

lation already adopted and the 

official sanction given programs 

in which we are interested. 
Naturally, this requires an in- 

timate knowledge of all the tech- 

niques of accident prevention and 

a personal acquaintance with offi- 

cials with whom 

it is necessary 

that repeated 

contacts be 

made. The ob- 

jective of this 

initial phase of 

Bureau activity 

is to prepare the 

ground for the 


seeding that can 
subsequently be 
accomplished by 


specialists em- 
ployed by the 
Bureau _thor- 
oughly familiar 
with all the ba- 
sic fields of ac- 
cident preven- 
tion, including 
high school driver education, pe- 
riodic motor vehicle inspection 
and effective motor vehicle driver 
licensing. 

Tangible results are the most 
effective argument for any pro- 
gram of endeavor and as an ex- 
ample of what can be accomplished 
when a sound safety program is 
reinforced with a service sales 
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. safety must still be sold 


Midsummer 


agent, let us cite the Conservation 
Bureau’s driver education pro- 
gram. In less than ten years, 22 
states of the nation have adopted, 
established and are conscientious- 
ly carrying out the program of 
high school driver education stim- 
ulated by our organization and 
based on text 
materials pub- 
lished by us. 
The healthy 
growth of this 
program is in- 
dicated afresh 
each day by the 
numerous re- 
quests for in- 
formation and 
service received 
from states not 
already offering 
such a course. 
This growing 
interest would 
indicate that 
within the fore- 
seeable future, 
every state in 
the country will have an approved 
driver education program, teach- 
ing their high school students the 
fundamentals of proper operation 
of the automobile and developing 
in the same students the attitudes 
that make for safe adult drivers. 
Conscious of the importance of 
periodic motor vehicle inspection 
as a vital factor in the safety 
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equation, the Conservation Bureau 
pioneered this field in 1929, with 
its inauguration of “‘Save a Life” 
campaigns. The project, urging 
community and state support of a 
voluntary program of motor ve- 
hicle inspection, received national 
prominence and was closely fol- 
lowed up by the Bureau in the 
sponsorship of the American Stand- 
ard Code for Motor Vehicle In- 
spection. A natural outgrowth of 
this code, the ““Motor Vehicle In- 
spection Manual,” serves as a 
basis on which all such programs 
in the United States are based. 
Through eye-appealing, informa- 
tive, promotional literature, con- 
tacts with state governments and 
the stimulation of discussions on 
this subject at state safety sessions, 
as well as the maintenance of con- 
tinued contact with technical ad- 
visory groups, the adoption of this 
form of traffic accident prevention 
is being constantly advocated. 


STEADY INCREASE 


Except during the war years, 
the number of motor vehicles in- 
spected semi-annually to deter- 
mine fitness for safe operation on 
streets and highways has steadily 
increased until at the present time 
17 states and 15 cities check over 
eight million motor vehicles twice 
a year. The program is now re- 
gaining its pre-war velocity with 
considerable legislation pending 
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before state representatives in ses- 
sion this year, for the adoption of 
additional programs. 

Planning national and state- 
wide safety programs occupies 
much of the time of the Special 
Service Division. Recently, this 
phase of activity found expression 
in the completion of a nationwide 
program for improving the effec- 
tiveness of driver licensing by state 
governments as an effective item 
of accident prevention. Cooperat- 
ing with a three-man committee 
of the American Association of 
Motor Vehicle Administrators, 
through a two-man advisory com- 
mittee of the Association, the di- 
vision brought together the best 
qualified thinking on this subject. 


PROMOTING COMPETENT DRIVERS 


Two years of research and study 
have resulted in the adoption by 
the American Association of Mo- 
tor Vehicle Administrators of a 
plan for improved driver licensing 
through more careful examination 
and selection of drivers. This is 
directly aimed at the elimination 
of persons determined to be wholly 
unfit to assume their responsibilities 
as competent, safe drivers. The pro- 
gram of recommended legislation 
was recently published in booklet 
form for use by government of- 
ficials and legislators. The pro- 
posed legislation now pending 
before the state government bodies 
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Careful examination of drivers is an effective accident prevention item 


is largely attributed to the in- 
terest shown by the Bureau in its 
overall cooperation with the Ameri- 
can Association of Motor Vehicle 
Administrators. 

A vital activity of our office has 
been its work with national and 
state insurance associations. Fol- 


lowing last year’s President’s 
Highway Safety Conference, en- 
thusiastically publicized by the 
states, the Bureau developed a 
nationwide plan for a higher de- 
gree of public support for its traffic 
safety programs. This is being 
spearheaded by the promotion of 
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statewide press association safety 
campaigns and active support on 
the local level by members of in- 
surance agents associations. Pub- 
lications on every phase of the 
Bureau traffic accident prevention 
program are in the preparatory 
stages and will be distributed to 
agents, urging that their influence 
on the local level be brought to 
bear with the adoption of these 
programs by appropriate state and 
local officials. 

The press association campaigns, 
which originated in Pennsylvania, 
spread to neighboring New Jersey 
and later to Florida, had such an 
enthusiastic reception that the 
program soon burst its eastern 
bounds. The newspapers of every 
state in the nation are now using 
this program, and these cam- 
paigns, approved and sanctioned 
by this year’s President’s High- 
way Safety Conference, have pro- 
vided the Conservation Bureau 
and the Department of Informa- 
tion and Publications with a singu- 
lar opportunity to develop initial 
contacts and promote the adop- 
tion of approved traffic safety edu- 
cation activity on the state level. 

The most effective influence for 
inspiring public officials to take an 
active interest in accident preven- 
tion, is “the voice from home.” 
The ‘‘voice” will be only as loud 
and clear on any issue as the 
amount of public support it mus- 
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ters. This fact, coupled on the 
part of the Association with a pro- 
gram of close cooperation with 
state and regional advisory com- 
mittees in the development of 
accident prevention program ac- 
tivity has given rise to the Special 
Service Division’s assignment to 
conduct meetings of the advisory 
committees throughout the nation. 
Here, a thorough explanation of 
the objectives of the Bureau is 
presented and discussions are held 
on these objectives in relation to 
accident problems peculiar to the 
particular state or region before 
the committee in question. Al- 
though this comes under the head- 
ing of internal public relations 
activity, the end objective of en- 
couraging advisory committees to 
assist in establishing necessary con- 
tacts of governmentofficials through 
whom approved traffic accident 
prevention may be realized, is to 
the benefit of all. 


ADDITIONAL SERVICES 


Inevitably, an article dealing 
with the activities of any organiza- 
tion ends with an “‘of course, these 
are only some of the innumerable 
functions of our organization.” 
With the Special Service Division, 
this is no exception; along with 
the major responsibilities already 
outlined, there are many other jobs 
it must do to function properly. 

Frequently, we are called upon 
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to furnish technical advice to offi- 
cial and non-official agencies and 
individuals concerning problems 
of accident prevention. Equally 
often, we are asked to prepare ar- 
ticles and publications for popular 
dissemination by local groups. 
Our position as a clearing house 
of safety information results in 
the daily receipt of requests for 
technical publications, data and 
advice. Service in advisory or 
technical capacities on national 
committees is still another impor- 


tant job we are glad to do. As a 
part of the educational phase of 
our work, several lectures at uni- 
versities offering commercial .ve- 
hicle fleet training courses are 
scheduled each year. 

Safety still has to be sold, but a 
salesman couldn’t ask for a better 
selling argument or a customer for 
a better product. We are equipped 
and anxious to sell it to the nation, 
because we realize that selling 
safety today will allow us all our 
tomorrows. 








“Do you gentlemen have an appointment?” 
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SECTION 





H* discussed boiler in- 
spection and engineering, 
Mr. Kerrigan takes up here in 
the second and final section of 
his article the various types of 
coverage in boiler and machin- 


ery insurance. 




















SPECIAL STUDY SECTION 


Boiler & Machinery Insurance 


HE USE AND OCCUPANCY en- 

dorsement agrees to pay a 
specified sum per day called 
“daily indemnity,” the number of 
days of indemnity being governed 
by a predetermined “limit per 
accident.” The boiler and ma- 
chinery use and occupancy en- 
dorsement, or policy, is clear-cut 
in its provisions and is one of the 
broadest use and occupancy con- 
tracts written. In so far as total 
shutdown is concerned it becomes 
a valued form contract. In this 
event the company pays without 
question the “daily indemnity” 
stated in the contract for every day 
on which the plant would have 
operated, regardless of the actual 
loss suffered, or the rate of produc- 
tion which maintained immedi- 
ately preceding the accident. 

In the case of a partial shut- 
down, the loss settlement is based 
on the reduction in current busi- 
ness during part or all of a day. 
Current business may be repre- 
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sented by an average of the three 
days immediately preceding the 
accident or any three days in any 
one week of the eight weeks pre- 
ceding the accident. This, of 
course, gives the assured the op- 
portunity of selecting three high 
days, thereby producing a greater 
difference between the business 
which preceded the accident and 
the business which was possible 
immediately following the oc- 
currence. The proportionate part 
this difference bears to current 
production is the proportionate 
amount of daily indemnity due 
the assured as loss settlement. 

I would like to emphasize the 
fact that loss settlements are based 
on production. The assured is 
not required to open his books, or 
to prove in actual dollars and 
cents his reduction in income. 
Further, there is no coinsurance 
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clause in either the boiler or 
machinery contract. The assured 
alone decides his requirements. 
We write whatever amount he 
desires to purchase, and assume 
that to represent the total loss 
possible due to a shutdown of the 
entire premises. We do not desire, 
of course, that a concern be over- 
insured, but rather that only a 
sufficient amount be carried to 
cover continuing expenses, plus 
profits. 


CoMPLETE COVERAGE 


Our coverage is now complete. 
By virtue of the direct damage 
policy, we are able to afford 
protection against practically every 
kind of an accident that might 
happen to the equipment and to 
embrace all physical loss resulting 
to the property, and injuries or 
deaths suffered by the public. 
Also, by virtue of the use and 
occupancy endorsements, indem- 
nity is provided for loss due to an 
interruption to normal business 
and through the medium of con- 
sequential coverage, protection 
against loss due to spoilage of 
product is afforded. 

The policy therefore can be 
written to reimburse for all three 
types of loss which might follow 
an accident to this equipment. 

As to the policy form, boiler and 
machinery insurance covers, in 
general, accidental occurrences 


that are peculiar to boilers, pres- 
sure vessels and machines. In 
order to avoid misunderstandings, 
the policy must set forth exactly 
what constitutes an insured boiler, 
pressure vessel or machine and 
exactly what occurrences shall 
qualify as accidents. The basic 
policy form makes no attempt to 
do this; the definitions appear 
instead on various ‘“‘schedules” 
that are used to complete the 
policy. 


Basic Po.iicy 


The basic policy refers to the 
insured equipment by use of the 
word ‘‘object”’ and to occurrences 
for which insurance is available 
by using the word “accident.” 
The basic policy form therefore 
provides insurance for loss against 
“accidents” to “‘objects” and the 
*‘schedules”’ set forth the specific 
definitions. 

The same basic policy form is 
used for boiler insurance and for 
machinery insurance. The form 
becomes a boiler policy by the 
attachment of one or more boiler 
or pressure vessel schedules; it 
becomes a machinery policy by 
the attachment of one or more 
machinery schedules and it be- 
comes a combination policy when 
it includes at least one boiler or 
pressure vessel and at least one 
machinery schedule. 

Under boiler and machinery 
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policies the kinds of insurable 
objects are numerous and they 
differ materially in hazards and 
descriptions. The definitions of 
accident under the policy vary 
considerably for different types of 
objects. In general it is the intent 
to provide the broadest coverage 
possible, excluding only those 
occurrences that can reasonably 
be anticipated and provided for in 
a plant’s operating budget. 

The insuring agreement con- 
stitutes the basic agreement be- 
tween the company and the as- 
sured, this agreement being specif- 
ically defined in five sections of 
the policy. These sections read as 
follows: 


REPAIRS AND REPLACEMENT 


Section I of the policy is an 
agreement on the part of the 
company to pay the assured for 
loss on his property directly dam- 
aged by the accident but, under 
this agreement, the company re- 
serves the right to repair or re- 
place such damaged property. It 
frequently happens that the com- 
pany is in a position to repair or 
replace damaged property at less 
expense than the assured esti- 
mates his loss to be and, in such a 
case, the company would exercise 
its right under this clause and 
make the repair instead of paying 
the assured his estimated loss. ‘This 
right, however, would only be 


Midsummer 


exercised when the company felt 
there was some distinct advantage 
to be gained by so doing. 

It should be noted that there are 
certain kinds of loss on the prop- 
erty of the assured which are not 
covered by the policy. The first 
exclusion refers to loss from fire. 
This means that the company is 
not liable for loss from fire follow- 
ing an accident to an insured 
object (this exclusion being slightly 
modified for electrical machines), 
as will be mentioned in connec- 
tion with specific schedules for 
such machines. Such a loss is 
covered by fire insurance and is 
not assumed under the boiler and 
machinery policy. The next ex- 


clusion applies to loss from an 


accident caused by fire. This 
means that if a boiler explodes or 
an engine breaks down as the 
result of a fire, the company 
would not be liable for any loss 
from such explosion or break- 
down. This also is a kind of loss 
that would be covered by fire 
insurance. 


OTHER EXCLUSIONS 


As this is a direct damage policy, 
it is necessary that it should specif- 
ically exclude all forms of indirect 
damage or loss, and this is ac- 
complished by clauses (c), (d) and 
(e) of section I. 

Section II of the policy applies 
to expediting insurance. This 
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coverage may be excluded, if 
desired, with a consequent reduc- 
tion in premium (except that no 
such reduction is allowable in 
connection with residence boilers 
and vessels). Under this section 
the company agrees to pay the 
assured for all extra cost (within 
the limit avail- 
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damaged property and, there- 
fore, is not covered under this 
section. Such loss resulting from 
the interruption of the assured’s 
business is an indirect loss and 
may be covered under some form 
of indirect damage insurance, 
such as use and occupancy or 

outage. The 





able under this 
section) incurred Pn 
by the assured, LS 
with or without i 

the company’s 
authorization, 
represented by 
items of expense 
for temporary 
repair or for ex- 
pediting the re- 
pair of damaged 
property of the 
assured, includ- 
ing overtime 
and the extra 
cost of express 
or other rapid 
means of trans- 
porting mate- 
rial. This section is sometimes 
improperly interpreted to provide 
for the payment of the cost of 
substituting another object for 
the damaged one or for the pay- 
ment of some other expense in- 
curred for the purpose of avoiding 
the interruption of the assured’s 
business; but such expense is not 
incurred in the repair of the 


aa 


€ 





ee, 
aN 


F. M. KERRIGAN 


. settlements based on production 


company’s limit 
under this sec- 
tion is an amount 
equal to the 
amount of pay- 
ment required 
under section I 
of the policy but 
not exceeding 
$1,000. 


FuRTHER 
PROVISIONS 


Under section 
III of the policy 
the company 
agrees to pay 
such amounts as 
the assured shall 
become obli- 
gated to pay by reason of his 
liability for loss on the property of 
others directly damaged by an 
accident. This section also con- 
tains an agreement to defend suits 
alleging such liability. It should 
be noted that under this section 
the company has no liability un- 
less the property of others is di- 
rectly damaged by the accident. 
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This section agrees to pay for the 
loss of use of damaged property, 
but it should be understood that 
it applies only to the loss of use of 
the property actually and directly 
damaged, and not to indirect loss 
otherwise resulting. It should also 
be noted that this section does not 
contain the exclusion of loss re- 
sulting from an accident caused by 
fire; therefore, the policy would 
pay the assured’s liability for dam- 
age to property of others resulting 
from an accident caused by fire 
even though, under section I, the 
company would not be liable for 
loss on the property of the assured 
damaged by the same accident. 


PERSONAL InjuRY CovERAGE 


Section IV of the policy covers 
personal injury and is an agree- 
ment to pay the assured’s loss 
resulting from his liability for 
bodily injuries or death sustained 
by any person except such liabil- 
ity as may be imposed under any 
workmen’s compensation law. It 
is intended that this section will 
protect the assured against all 
common law liability for any 
personal injuries, irrespective of 
whether the injured person is an 
employee or a member of the 
public. This broad coverage elim- 
inates all questions under the old 
form of policy as to when an 
employee might be considered as 
“public,” and as to whether an 
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employee of one of two named 
assureds was “public” with re- 
spect to the other named assured. 
This basic coverage gives com- 
plete protection, within the policy 
limit, for the assured’s liability for 
personal injuries except such li- 
ability as is imposed by a work- 
men’s compensation law. The 
coverage under this section is 
optional and is therefore effective 
only when an additional premium 
is paid. The section also con- 
tains the usual agreement to de- 
fend suits alleging personal injury 
liability and this agreement is 
effective if the section itself is 
made effective. It should be noted 
that the policy does not contain a 
limit per person. The company’s 
liability under section IV is limited 
only by the amount of indemnity 
remaining after loss under sections 
I, If and III has been paid. 

Section V of the policy is similar 
to the usual agreement in casualty 
insurance policies with reference 
to expenses incurred in connec- 
tion with legal proceedings arising 
under the contract. 

It should be noted that sections 
II, III and IV of the policy are 
so worded that, even if all of the 
sections are effective, the insur- 
ance under any one of the sections 
is not available until all loss under 
preceding sections has been paid. 
This means that, even though a 
premium might be paid for cover- 
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Avoid payment of losses by preventing the accidents 


age under sections II and IV, the 
assured would not be able to 
recover for any loss under these 
sections if the total amount of 
insurance under the policy, as 
expressed by the limit per acci- 
dent, were exhausted in paying 
loss under section I. 

These five sections of the in- 
suring agreement are followed by 


a very important provision which 
applies to all objects covered under 
the policy, irrespective of the kind 
of coverage applicable. It provides 
that the accident, in order to make 
the insurance under the policy 
effective, must happen while the 
object is in use, or connected 
ready for use, at the location 
specified for it in the schedule. An 
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object, therefore, is covered by , 
the policy only while at the specific 
location stated for it and, because 
of this fact, it is extremely im- 
portant that the location of ob- 
jects as expressed in schedules and 
endorsements should be frequently 
checked and corrections made by 
endorsement if necessary. 


Po.ticy AGREEMENTS 


These provisions are clear-cut 
in their intent and broad in 
scope. In effect, they definitely 
agree to reimburse the assured for 
all loss sustained to the assured’s 
property, including the object 
itself; property meaning the build- 
ing, equipment or product. 

They also agree to pay for loss 
to the property of others for which 
the assured may be held liable. 

They further agree to pay for 
personal injuries or death suffered 
to the public and this feature may 
be extended to include employees 
of the assured where such coverage 
would not conflict with state laws. 

While our coverage is complete 
in that it can be written to cover 
the exposures outlined, we all 
know that a concern is never 
fully reimbursed by any insurance 
policy for interference with nor- 
mal business that causes delays in 
deliveries of important contracts. 
There are times when such an 
interruption would mean the very 
future of the assured and, un- 
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fortunately, it is when important 
contracts are being rushed to 
completion that undetected weak- 
nesses let go under the strain of 
operation, so that his chief in- 
terest is not in being assured that 
he will collect for his losses, 
but the assurance that we will 
do everything in our power 
to avoid payment of losses by 
preventing the accidents. This 
can be accomplished only by an 
expert inspection service capable 
of detecting these weaknesses or 
dangerous conditions, and thus 
permitting their correction before 
the accidents can result. 


INSPECTION DEVICES 


These inspectors are equipped 
with instruments to enable them 
to virtually see the inner workings 
of a unit while it is in operation. 
They have what we term the 
“listening stick” which, similar 
to a stethoscope, magnifies the 
slightest murmur within the tur- 
bine; the vibrometer registers the 
location and degree of vibration; 
the strain gage measures the 
elastic distortion which occurs in 
the center crankshaft of an engine 
during each revolution, and makes 
strain measurements of other en- 
gine parts. They have ohm- 
meters, voltmeters, tachometers 
and other devices for testing pur- 
poses. 

Back of these inspectors is an 
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engineering department whose 
duty it is to check their findings 
and in turn report in writing to 
the assured, following each visit. 
One very valuable feature of this 
coverage is that, in the event of 
difficulties arising in the opera- 
tion of insured objects, the as- 
sured is free to call on the en- 
gineering department of a boiler 
and machinery writing company, 
and without additional cost they 
will use their facilities toward a 
solution of the trouble. 

The knowledge and the facili- 
ties of the engineering department 
which become available to the 
assured in rehabilitation following 
an accident cannot be measured 


in dollars. It is not infrequent that 
their knowledge in power plant 
operation enables them to suggest 
temporary repairs in order to 
continue production while the 


permanent repairs or replace- 
ments are being prepared. On the 
other hand, their contacts with 
concerns throughout the country 
permit them to more readily ob- 
tain necessary parts, and to ex- 
pedite their preparation and de- 
livery. 


LABORATORY SERVICE 


Another feature which fre- 
quently proves of benefit to policy- 
holders is the laboratory they 
maintain for the analysis of feed 
water. This is a service which the 
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companies have been offering 
assureds for many years, and with- 
out additional cost. Assurance 
that everything possible will be 
done to prevent accidents lies in 
the knowledge that, should this 
fail, the financial responsibility 
will be the insurance company’s, 
as the policy (virtually in effect) 
agrees either to prevent accidents 
or pay for them. 

There are other classes of equip- 
ment which can be covered under 
a boiler or machinery policy and 
which we did not include in this 
survey, such as innumerable fired 
and unfired pressure vessels, trans- 
formers, switchboards, internal 
combustion engines, electrically 
driven compressors, pumps, ex- 
tractors, driers, blowers, clutches, 
fans, hydraulic transmissions and 
other miscellaneous machines. The 
coverage on such units, however, 
is similar in that in each case it 
anticipates accidental occurrences. 

Refinements have been made in 
the coverage commensurate with 
changes in design of insurable 
equipment and other types of 
objects added to the list of in- 
surable objects. Sizes, capacities 
and values of insurable objects 
have increased tremendously 
throughout the years. While in 
the early days of boiler insurance 
100 pounds per square inch was 
the maximum boiler pressure, to- 
day we have a number of plants 
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operating in pressure ranges of 
1,200 to 1,400 pounds per square 
inch and a few have been built 
for pressures as high as 2,500 
pounds per square inch. Steam 
turbines of 60,000 K.W. are not 
unusual, As to values there are 
water tube boilers today which 
represent an expenditure of over 
$2,000,000, while some of the 
large turbine units represent a 
valuation of $1,000,000. 


OTHER COVERAGES 


Other direct damage coverages 
available under a boiler insurance 
policy are “‘pressure piping cover- 
age,’ “‘furnace explosion cover- 


age” and sudden and accidental 
“bulging or burning” of steel 
boilers. The latter having been 
introduced within the past few 


years represents the difference 
between “limited” or “‘standard”’ 
and the “broad” or “extended” 
form of coverage. 

There are other “indirect” 
coverages such as “‘outage”” which 
is designed to cover increased cost 
of maintaining normal business by 
use of other means or equipment 
to substitute for the functions of 
the damaged object. This cover- 
age provides for payment of an 
hourly indemnity, and _ liability 
ceases when the damaged object 
is again available for service or 
another object of sufficient ca- 
pacity has been provided. This 


Midsummer 


coverage is endorsed to the direct 
damage policy. 

‘Power interruption” is an- 
other indirect coverage. This form 
of indemnity provides in general 
for the assured’s loss arising from 
total or partial deprivation of 
electric current, steam, water, 
gas or refrigeration (whichever 
one is elected by the assured) 
furnished by a public utility. Such 
deprivation must be caused by an 
accidental occurrence to the physi- 
cal equipment of the public utility. 
This coverage is written under 
separate policy forms. 


New Forms 


*‘Off-premises explosion” and a 
“special residence policy — ex- 
plosion only” are forms introduced 
recently, neither of which con- 
templates inspection service. These 
two coverages are also written 
under separate policy forms. 

In regard to claim adjustments, 
I feel that this subject requires 
little discussion, for the reason 
that the definitions of accidents 
are so clear-cut, and the policy so 
definite in its provisions, that there 
is little chance of a serious mis- 
understanding on either part. 

Added to this is the fact that 
the average assured, clearly under- 
standing the extent of the protec- 
tion he has purchased, is just as 
insistent on being paid only what 
is rightfully due him, as the rep- 
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utable company is to pay every 
dollar of their liability. Meeting 
on such a ground, there can be 
no serious difficulties. The im- 
portant thing is to give the assured 
a clear-cut understanding of his 
purchase. One question that does 
arise occasionally is the matter of 
depreciation which, of course, is 
considered in the adjustment of 
losses, but as this is a more or less 
arbitrary figure, decided between 
the assured and the company, 
it too presents few difficulties. 


WiwE MARKET 


In case I have left you with the 
impression that we must look 
for this class of equipment in the 
large manufacturing plants, let 
me dispel this by telling you that 
a most profitable field exists in 
almost any building of size — 
such as department stores, office 
buildings, commercial buildings 
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and apartment hotels, where we 
will find boilers, unfired pressure 
vessels, motor generator sets, ele- 
vator motors, transformers, switch- 
boards, compressors and various 
other pieces of equipment. 

Boiler and machinery insurance 
has developed rapidly over the 
years to its present volume of 
$20,000,000. The results so far are 
most gratifying; the prospects for 
the future are extremely bright. 
We are proud of our premium 
volume today, yet, with the possi- 
bilities which exist in this line, the 
future years should by comparison 
make this appear insignificant. 
The field is broad, the opportuni- 
ties are many, the coverage a 
most needed protection, the pre- 
mium income most desirable; but, 
more gratifying than anything 
else, is the satisfaction of knowing 
that this most needed protection 
has not been overlooked. 


te 


Two fishermen who were sitting on a bridge, 
their lines in the water, made a bet as to which 
would catch the first fish. One got a bite and be- 
came so excited that he fell off the bridge. He clung 
to. his pole, however, and finally came out with 


the fish. 


“Oh, well,” said the other fisherman, “if you’re 
going to dive for ’em the bet’s off!’ — Insurance 


Digest 











Vehicle Fleets Book Ready 


Conscious of the critical need for an organized compilation of materials 
on safety supervision of motor vehicle fleets, the National Conservation 
Bureau, accident prevention division of the Association of Casualty and 
Surety Companies, has published a 240-page text covering the various 
problems that face fleet operators. A comprehensive yet concise reference 
book, the publication, entitled ‘Safety Supervision of Motor Vehicle 
Fleets,” was edited by Milton D. Kramer, assistant director of the Center 
for Safety Education, New York University. 


It presents a basic treatment of the elements of safety supervision, 
discussing important guiding principles and methods already in successful 
use. Its practical value to insurance company safety engineers and in- 
surance agents is substantiated by the enthusiastic endorsement given it 
by a special committee of company engineers who reviewed the manu- 


script for the Conservation Bureau. 
In seven chapters, attractively bound, it covers the following subjects: 


Driver Qualifications 

Advanced Techniques of Driving 
Accident Analysis 

Rules and Regulations 

Preventive Maintenance Procedures 
Principles of Personnel Supervision 
Psychology and Safety 

Morale Building 

Driver’s Responsibility 

Methods of Teaching 

Organizing and Conducting Courses for Drivers 
Safety Inspections 


Available at $2.25 per copy from the National Conservation Bureau, 
60 John Street, New York 7, N. Y. Prices on quantity orders quoted upon 
request. 











* Now that you have an- 
swered the C.P.C.U. test 
questions to the best of 
your ability, check your 
answers with those given 


below. 


Here Are Your Answers! 


considered acceptable to the 
C.P.C.U. examination questions 
shown on page 7 are given below. 
In comparing your answers it is 
important to keep in mind the 
following: 
(1) The answers to the various 
sub-parts of the questions have 
been assembled from the papers 
of many examinees and are not 
necessarily perfect, even though 
full credit was given. 
(2) No single examinee answered 
all questions or all sub-parts of any 
one question so fully — in fact, it 
would have been impossible in the 
time allowed. 
(3) Full credit was given for an- 
swers that were not as complete, 
if all the main points were included. 
(4) Considerable variation in 
the method of presentation was 
permitted. 


ANSWERS the American Institute 


General Education 
Answer to Question 1. (a) It ap- 





By DEAN LOMAN 





pears that one can consistently 
support the two points of view 
stated above. During a serious de- 
pression, such as that of the 1930’s, 
there is a desperate need for in- 
creased purchasing power to fur- 
nish an effective demand for the 
goods and services which industry 
has the capacity to supply. Taxa- 
tion and government borrowing 
are the two most obvious methods 
for fulfilling this need. However, 
in a depression period taxation 
might add to the spiral of deflation 
of diverting a larger percentage 
of the declining national income 
to the Federal treasury. On the 
other hand, borrowing through is- 
suance of government bonds in- 
flates bank credit and therefore is 
frequently advocated as a quick 
and easy method to supply the 
desired purchasing power. 

In time of war enterprise op- 
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erates at full capacity, all able- 
bodied persons can find employ- 
ment with wages far above the 
peacetime average and the de- 
mand for goods and services ex- 
ceeds the supply. Profits increase 
enormously unless absorbed by 
taxes or restricted by price con- 
trols. The government has to com- 
pete with increased price demand 
unless there is rationing. From 
what has been said previously 
about the effect of government 
borrowing during a depression, it 
can be seen that the principal 
reason for borrowing at that time 
becomes the very reason for not 
borrowing during a war, but in- 
stead to finance it through taxa- 
tion. It should be added that 
during time of war, the high level 
of national income and the pa- 
triotic demands upon everyone to 
sacrifice to win the war, make it 
easier to levy extraordinary taxes 
then than in the post-war period. 

(b) Other than borrowing to 
finance war cost, the common 
methods available to the govern- 
ment were increased taxation, 
manipulation of the currency or 
a capital levy. With reference to 
the first it was claimed that taxes 
were levied to the point where 
further increases would have dis- 
couraged production and removed 
the incentive for overtime and 
extra effort on the part of the 
workers. 
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More currency manipulation 
would have involved issuance of 
more paper money without an in- 
crease in the quantity of its metal 
base. This would have further ag- 
gravated the inflationary tendency 
with the greater probability of a 
catastrophic collapse at a later 
date. The economic aftermath of 
wild and excessive inflation of the 
currency has been witnessed too 
often. 

The transfer of private property 
to government ownership is the 
only way that a capital levy could 
have been large enough to be sig- 
nificant. Although this might have 
given the government control of 
the goods and services it needed 
during the war, it would have 
been regarded as confiscatory and 
inconsistent with the principles we 
have defended. In addition, our 
experience has not demonstrated 
that such government ownership 
and operation would have been 
the most effective way to produce 
the materials of war. 

(c) The economic reasons on 
which one may base a fear of de- 
pression in the late 1940’s are: 

(1) The rising level of prices 
may lead to “pricing out of the 
market” many potential buyers. 

(2) The full utilization of the 
enormous production facilities at 
our disposal will enable supply to 
catch up with demand in many 
lines. 
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(3) The repetition of the eco- 

nomic cycle. Our economic his- 
tory reveals cycles tend to follow a 
pattern in which business activity 
and prosperity alternate with de- 
cline and depression. We are now 
‘in the intense activity phase of 
that cycle with its characteristic 
features of high prices, speculation 
and reckless spending. Inasmuch 
as we have never demonstrated 
our ability to control the cycle, it 
is reasonable to expect history to 
repeat itself; some expect it to do 
so earlier than others. 
Answer to Question 2. (a) The 
National Labor Relations Act 
does apply in this case since the 
insurance business is interstate 
commerce, and the act of the 
general agent as described above 
is one of the unfair labor practices 
forbidden by the Federal law. 

(b) The National Labor Rela- 
tions Act provides that it shall be 
an unfair labor practice for an 
employer: 

(1) To interfere with, restrain 
or coerce employees in the exer- 
cise of their right to organize and 
bargain collectively; 

(2) To dominate or interfere 
with the formation or administra- 
tion of a labor organization or 
contribute support to it; 

(3) To discriminate in such a 
manner as to encourage or dis- 
courage membership in any labor 
organization; 
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(4) To discharge or discrimi- 
nate against an employee because 
he has filed charges or given testi- 
mony under the act; 

(5) To refuse to bargain col- 
lectively. 

(c) The provisions of the Na- 
tional Labor Relations Act have 
been subject to criticism in three 
main respects. First, the act im- 
poses drastic restrictions and obli- 
gations upon the employer only. 
It does not provide that any act 
of workers or unions shall be an 
unfair practice. Second, it is in- 
sisted that the act deprives the 
employer of his freedom of speech 
in respect to the character of labor 
unions, their leaders and their 
activities. In the third place, it is 
argued that individual workers 
and minority groups of workers 
who do not endorse the aims and 
purposes of the majority organiza- 
tion in a bargaining unit have little 
protection. Most important to 
them, they cannot bargain with 
the employer directly, but must 
depend upon the certified union. 

(d) Under the National Labor 
Relations Act and supplementary 
rules the employee may file a 
charge with the regional director 
or he may elect to have his union 
leaders file the charge. The re- 
gional office will then send an 
investigator to ascertain the facts. 
In case grounds for action exist a 
formal complaint will be filed and 
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a notice of a hearing served on the 
respective parties. Following the 
hearing the trial examiner makes 
a report which recommends the 
steps to be taken to end the unfair 
labor practice. This may include 
reinstatement and payment of 
back wages. If the aggrieved em- 
ployee is still dissatisfied he may 
appeal to the National Labor Re- 
lations Board for review of his 
case. Beyond this he must resort to 
the courts. 
Answer to Question 3. (a) (1) The 
Federal Old Age Survivors In- 
surance system meets this standard 
to a limited degree only. How- 
ever, it tends generally in this di- 
rection because most classes of em- 
ployment (involving perhaps at 
least 60 percent of the gainfully 
employed) are covered and the 
benefits are paid only to those who 
pay contribution (and their wives, 
widows, children and parents). 
(2) The Federal Old Age Sur- 
vivors Insurance system fails to 
meet the standard described in 
that many employees are not cov- 
ered by the act. Some of the im- 
portant excluded groups are: agri- 
cultural labor; domestic services; 
federal, state and local govern- 
ment employees; family employ- 
ment; the self-employed, and 
services for non-profit organiza- 
tions. (It should be mentioned that 
these classes of employees are not 
required to make contributions.) 
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(b) (1) To collect Old Age Sur- 
vivors benefits it is necessary for 
the worker to have been employed 
a minimum number of quarters 
in a covered employment. If his 
employment alternates from “‘cov- 
ered” to “non-covered” before he 
has worked enough quarters to be 
“fully insured,” he may wind up 
on a “currently insured” basis or 
not insured at all. (Therefore a 
narrow definition of covered em- 
ployment is especially significant 
in a country such as ours where the 
high rate of mobility of labor 
results in persons transferring fre- 
quently from covered to non- 
covered employment.) 

(2) The scale of benefits de- 
pends on the worker’s average 
monthly wage for the whole period 
since January 1, 1937. Hence, the 
less the earnings in covered em- 
ployment the lower the average 
wages and the lower the benefits. 


Law 


Answer to Question 1. (1) “‘H”’ is 
entitled to workmen’s compensation 
benefits. It is assumed that the 
state has a workmen’s compensa- 
tion law and that the law covers 
occupations and employment of 
this character. (All states except 
Mississippi have workmen’s com- 
pensation statutes.) ““H” qualified 
for such compensation since the 
accident took place while he was 
acting within the scope of his em- 
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ployment. The injuries in question 
“arose out of” and were incurred 
‘in the course of” his employment. 

(2) “H” is entitled to damages. 
He has a common law right of 
action for damages against the 
foreman whose negligence caused 
the accident. A tort-feasor is re- 
sponsible for his wrongful acts. 
This foreman owed a duty to use 
reasonable care towards “‘H,”” who 
was lawfully on the bridge. The 
foreman’s negligence in failing to 
shut off the electric power consti- 
tuted a breach of this duty and 
was the proximate cause of “‘H’s” 
accident. 

**“H” also has a claim for dam- 


ages against ““G,” the employer of 
the negligent foreman, since a 
master is liable for torts of his em- 


ployees committed within the 
scope of their employment. The 
foreman was within the scope of 
his employment when the tort 
involved here was committed. 
**H” has no valid claim for dam- 
ages against his employer “F.” 
(Assuming he is entitled to work- 
men’s compensation benefits.) 
There is nothing to show that the 
accident was in any way attribut- 
able to negligence on the part of 
“F.” Furthermore, in many states 
an employee surrenders his com- 
mon law right of action for dam- 
ages against his employer when he 
accepts workmen’s compensation. 
(3) “H” may collect doth 
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workmen’s compensation and the 
damages, but subject to the right of 
subrogation. Workmen’s compensa- 
tion is a statutory right, designed 
to protect a particular group of 
persons and intended to compen- 
sate in a limited fashion for certain 
kinds of injuries. The right to 
damages is a right broadly created 
by the common law in favor of all 
persons injured by a tort and is 
designed to compensate ina general 
fashion for injuries sustained. Thus, 
here ‘‘H’s” common law right of 
action for damages will include 
not only “actual losses” (medical 
bills, loss of wages, and so forth), 
but also items of pain, suffering 
and mental anguish. Any damages 
recovered by ‘‘H” are subject to 
the compensation carrier’s right 
of subrogation. This does not pre- 
vent him from collecting on the 
action which produces the greatest 
return because the carrier is en- 
titled to subrogation only to the 
extent of the workmen s compen- 
sation it paid to ““H.” 

Answer to Question 2. (a) On 
December 1, 1945, ““V” did have 
an insurable interest in the dif- 
ferential, because cancellation of 
the lease following a fire would 
force ““V” to obtain new premises 
elsewhere at a higher rate. Assum- 
ing that his calculation is correct 
and is not based on fanciful or 
arbitrary figures, he has an insur- 
able interest in the entire $300 





58 THE CASUALTY AND SURETY JOURNAL 


differential. The total amount of 
the insurable interest is the ag- 
gregate amount of the higher 
rental he would have to pay. 
Specifically this replacement loss 
is the present value of $300 per 
month for 36 months. 

The insurable interest exists on 
December 1, 1945, even though 
the term of the lease does not ac- 
tually begin until June 1, 1946. 
The lease represents a binding 
contractual commitment from the 
moment it is made, even though 
the specified term may not begin 
until a future date. Of course, an 
insurable interest must exist at the 
time of the loss, and the total sum 
recoverable will be measured by 
the provable amount of the dif- 
ferential for the unexpired balance 
of the term when the loss occurs. 

(b) Ifthe lease did not have the 
cancellation clause, and if the 
lease did not require the landlord 
to repair or restore the premises 
in the event of fire, the answer 
would be the same as in (a). In the 
absence of provision or agreement 
to the contrary, the landlord is not 
obliged to repair or restore the 
premises damaged or destroyed by 
fire. The destruction of the sub- 
ject matter (commercial property) 
would constitute a discharge of the 
lease by operation of law. The re- 
spective obligations of both parties 
under the lease would be dis- 
charged. ‘‘V” would have to re- 
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place the lease by seeking premises 
elsewhere, and the measure of his 
insurable interest and resulting 
loss would be the same as in (a). 
On the other hand, if the lease 
contained aclauserequiring repair 
or restoration by the landlord, in 
case of fire, the answer would be 
different. In that event, ‘‘V’s” 
obligations under the lease would 
not be discharged, but merely sus- 
pended or deferred. His insurable 
interest would be only for the 
interim period during which the 
repairs or restoration deprived 
him of privilege of occupancy. 


Accounting and Finance 


Answer to Question 1. (This ques- 
tion had double weight.) (a and b) 
If the fire had not damaged the 
records, the book value of the in- 
ventory could have been calcu- 
lated from them on May ist by 
the usual process which is: 
Inventory beginning of period 
+ Purchases during the period 
= Total material available to be 
used during period 
— Material used during period 
= Inventory at end of period 
Since the first two figures are 
readily ascertainable our problem 
becomes one of calculating the 
*“‘material used.” “Net sales” are 
known and profit from operations 
is assumed to be 10 percent of 
sales. Therefore, “‘cost of sales” 
must have been 90 percent of net 
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sales. “‘Cost of sales” includes “‘ma- 
terial,” “labor” and “overhead.” 
The accounts covering the last 
two items were shown in the gen- 
eral ledger and posted until the 
close of business on April 30. The 
“labor” and “‘overhead” accounts 
consisting of wages, salaries, mort- 
gage interest, advertising, othersell- 
ing expenses, insurance premium 
(earned to date) and reserve for 
depreciation (this is the only avail- 
able measure of depreciation ex- 
pense from beginning of fiscal pe- 
riod) can be added together and 
their total deducted from ‘90 per- 
cent of net sales.” The resulting 
figure is the “‘material used.” The 
amount of “material used” can 
now be deducted from the “total 
material available to be used dur- 
ing the period” and the result will 
be the book value of the inventory 
at the time of the fire. 

(c and d) Wages and all over- 
head items are expenses that re- 
duce net income. To the extent 
that the costs from April 30 to May 
10 were not posted to the “‘mort- 
gage interest,” “wages,” ‘“‘sala- 
ries,” “advertising,” “other selling 
expenses,” ‘‘reserve for income 
taxes” and “reserve for deprecia- 
tion” (the only available measure 
of depreciation expense) accounts, 
there would be an underestimate of 
net income on May 10. (This an- 
swer assumes “net income” to 
mean after taxes; in “‘a and b” the 
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answer assumed that “‘profit from 
operations” was before taxes.) 

“Insurance premium” is the 
only account on the list that is 
likely to be prepaid and thus 
cause an understatement of net 
income. 

(e) A subsidiary ledger is used 
for the purpose of relieving the 
general ledger of a mass of detailed 
accounts that are of like nature 
and importance. At the same time 
the sum total of the accounts from 
a subsidiary ledger must be re- 
flected in an appropriate control 
account in the general ledger. 

When a group of accounts of 
like nature is thus kept, it facili- 
tates supervisory control, posting 
routine and detailed analysis. 

The more common subsidiary 
ledgers are those for accounts re- 
ceivable, accounts payable and a 
factory ledger for wages. These 
three are the most probable in 
**B’s” case. 

Answer to Question 2. (a) No, the 
practice of the ““D” Manufactur- 
ing Company is not unusual but 
is a common practice of concerns 
with careful financial manage- 
ment. Banks usually look with 
favor on periodic liquidation of 
loans because it indicates the bor- 
rower is on a liquid basis. Loans 
by commercial banks are supposed 
to be of a short term nature and 
self-liquidating. If they are not 
cleared up on an annual or more 
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frequent basis, they take on the 
nature of long term loans and the 
commercial bank finds itself fi- 
nancing non-liquidating and per- 
manent capital needs. 

(b) Other types of lenders from 
which manufacturers can obtain 
funds are: 

1. Individuals who make direct 
loans for both long and short term 
purposes. 

2. Commercial paper houses 
that take short term paper and 
sell it to their clients who are 


country banks and other types of 
investors. 

3. Institutional lenders such as 
life insurance companies make 
short and long term loans. 


4. Investment bankers who fi- 
nance and distribute long term 
obligations through resale to all 
kinds of investors. 

5. Government agencies, such 
as the Reconstruction Finance Cor- 
poration, that have been created 
to do essential financing with 
special characteristics or that can- 
not be arranged through the usual 
channels. 

(c) The principal factor to be 
considered is the use to which the 
additional capital is to be put. If 
it is for a short term self-liquidating 
purpose, such as a seasonal neces- 
sity for working capital, loans 


from commercial banks or com- 
merical paper houses are appro- 
priate. Ifit is for long term perma- 
nent financing such as the pur- 
chase of additional plant or equip- 
ment, bond or stock issues floated 
through investment bankers or 
sold directly to institutional lend- 
ers may be the more satisfactory. 
In addition to these basic con- 
siderations, others of a subsidiary 
character are: 

1. The prevailing phase of the 
business cycle and the condition 
of business in general, especially 
as it is related to the supply of 
capital funds and interest rates. If 
interest rates on long term bond 
issues are high, some other financ- 
ing method should be used; ifnew 
stock issues are readily absorbed, 
this may be the best source of 
capital. If a short term loan is 
needed there may be difference 
between the discount on com- 
mercial paper and the interest 
rate on bank loans. 

2. The credit condition of “D’s” 
business, its prospective future and 
its present financial setup. These 
must be considered because “D” 
should plan to maintain a satis- 
factory “current ratio” and the 
ratio of “fixed liabilities to fixed 
assets” should not become top- 
heavy. 





AccIpDENT INSURANCE 


A friend recently told us that he 
knew of an insurance agency that 
boasted that its members only so- 
licited accident insurance actively on 
a Friday that fell on the thirteenth of 
a month, Possibly the results were 
excellent for that day, but since there 
is but one Friday the 13th during 1947 
and will be but two next year, it hardly 
seems the best possible way adequately 
to cover the territory. 

An accident policy, though often 
written for an amount that does not 
produce a large premium, is not as a 
rule difficult to sell, and many agents 
find that this type of business can 
make a decided addition to their 
premium income during the year. In 
a large number of cases the renewals 
are almost automatic and the pre- 
mium is the same for the renewal as it 
was for the original policy. 

Another thing some agents fail to 
consider is that the settlement of a 
claim under an accident policy is in a 
large number of instances an excellent 
tie-up between the policyholder and 
the agent. Legitimate claims are al- 


most always promptly and generously 
settled by the insurance companies 
and the client rightly feels that the 
agent has had his best interests at 
heart and is apt to look with a friendly 
spirit at his suggestions that there are 
other types of insurance he should 
have. He is also fairly likely to men- 
tion to friends that he was well reim- 
bursed for the accident that meant 
doctor bills and loss of time from his 
job, and mention the name of the 
agent who sold him the policy and 
took care of the claim. 


CuurcuHes NeepD Liasiuitry INsuRANCE 


The Local Agent recently commented 
on the fact that, general belief to the 
contrary, many of our courts have 
held that churches are legally liable 
for damages resulting from accidents 
occurring on their premises. Boards of 
trustees, especially of large and promi- 
nent churches, are apt to be made up 
of business men who are well aware of 
the advisability of providing suitable 
protection against possible losses, The 
agent would do well to canvass his 
territory and ascertain if there are 
churches without this coverage. 





Lid Gu Read fhede... 


e Nuggets of interest and help from the 
daily press or various insurance magazines 


ProsPEcTING Horizons WIDE 
Items 

The old fashioned insurance pros- 
pector, with his random list of names 
from the city directory, has been out- 
paced by the scientific canvass of the 
present-day underwriter, with his sys- 
tem of zone calls, time control and 
other methods of planned prospecting. 

The one danger in this new special- 
ization can be skirted, if it is realized 
that prospecting horizons can be wid- 
ened readily. They are geared for 
changing times and conditions. 

For example, an underwriter may 
be confining his calls to a white-collar 
group because he feels that his back- 
ground is best suited for presentation 
to this audience. However, during the 
war he may have had some experience 
in a war plant. Even if it was only on 
a part-time basis, it has widened his 
prospecting horizons and should be 
utilized. 

Industry-wide wage increases are 
generally reported in the newspapers 
and should be checked against a pros- 
pect list for timely calls. City workers, 


school teachers and other groups are 


getting, or probably will get, wage in- 
creases in 1947. Often these increases 
will favorably alter the prospect 
picture. 

Alertly using these day-to-day de- 
velopments can mean a wide differ- 
ence in your prospecting. As wide as 
the difference between the old miner 
on a mule and the geologist in an 
airplane. Don’t be a °49-er in 747. 
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EpucaTIon Is ANSWER 
Weekly Underwriter 

The only answer to the fire waste 
problem, in the opinion of [an in- 
surance company executive] who 
has given the subject considerable 
thought, is public education, aimed to 
reduce carelessness. [He] believes that 
people will respond to intelligent pro- 
grams of education, pointing out the 
success that has been had in getting 
large numbers of people vaccinated, 
as well as the fund-raising campaigns 
to fight heart disease, cancer and 
polio, and preventive health cam- 
paigns. 





Tuomas N. Boate, director of the Special 
Service Division of the National Conser- 
vation Bureau, was formerly chief of the 
traffic division of the Pennsylvania State 
Police. He is the author of numerous 
articles on traffic control and safety. An 
article by Mr. Boate, “* Accidents — Or 
Auto Inspections,” appeared in the 


August-September, 1946, issue of THE 
Journat. (We Wholesale Safety, page 35.) 


D. J. Harris is studying business man- 
agement at Denver University School 
of Commerce. He was employed by a 
railroad before his entry into the armed 
forces. Since returning to civilian life, he 
has spent his time continuing his edu- 
cation and writing. He is interested in 
entering the insurance field upon gradu- 
ation from the university. (Rates Follow 
the Spiral, page 23.) 


F, M. Kerrican is manager of the Pitts- 
burgh office of the Hartford Steam 
Boiler Inspection and Insurance Co., 
with which he has been associated for 
18 years. He joined the company in 


1928 as special agent in the Philadelphia 
office and remained there until his recent 
promotion to his present position. The 
first part of this article by Mr. Kerrigan 
appeared in the April, 1947, issue of 
Tue Journav. (Boiler & Machinery In- 
surance, page 41.) 
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Dr. H. J. Loman is dean of the Ameri- 
can Institute for Property and Liability 
Underwriters, Inc. Professor of Insur- 
ance, Wharton School of Finance and 
Commerce, University of Pennsylvania. 
Chairman of the administrative board of 
the S. S. Huebner Foundation for Insur- 
ance Education and member of the board 
of the Institute of Local and State Gov- 
ernment. B.S., M.A. and Ph.D., Uni- 
versity of Pennsylvania. Member of the 
Insurance Society of New York, the 
American Economic Association and 
other distinguished educational bodies. 
(What Do You Know?, page 7; Here Are 
Your Answers!, page 53.) 
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R. R. SrussB.eriz.p is a native of Ken- 
tucky. He was associated with a whole- 
sale hardware firm in Memphis, Ten- 
nessee for several years. Before the 
United States entered the war, he joined 
an aircraft company, where he stayed 
until his enlistment in the Army Air 
Forces. At present, he is advertising 
manager for the Merchants Fire Insur- 
ance Company of Denver and also ad- 
vertising manager for the Gardner 
Agency of Denver. He is attending Uni- 
versity of Denver where he is majoring 
in business administration and special- 
izing in insurance. (Rates Follow the 
Spiral, page 23.) 
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C. Russet, Sweet is manager of the 
special risk department of the Ocean 


Accident and Guarantee Corporation, 
Ltd. He spent eight years as a civil en- 
gineer and two years in a law office, 
before joining the company 14 years 
ago. He worked for nine years in the 
bond department handling claims and 
contract bond underwriting before as- 
suming his present duties. (How About 
Fidelity Limits?, page 13.) 


Epwarp J. UHLER entered the insur- 
ance business with the Indemnity Insur- 
ance Company of North America in 
1921. After serving in various under- 
writing capacities in the home office, 
he was engaged in both underwriting 
and production duties in the middle 
west. He joined the Fidelity and Casu- 
alty Company of New York in 1937, be- 
coming superintendent of the casualty 
department in the company’s branch 
office in Philadelphia. He was recently 
assigned to the home office agency staff 
in New York. (Let the Seller Beware, 
page 1.) 


Credits — Photographs: page 21, Wade 
Studio; pages 31-34, Acme Newspic- 
tures. Art Work: A. McWilliams, 
Charles Skiles, Jay Kay, Lafayette 
Locke, Horace T. Elmo. Cover Design, 
M. J. Kopsco. 
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**If you will look at the word ‘BUSINESS’ you will find ‘U’ and ‘I’ are 
in it. In fact, if ‘U’ and ‘I’ were left out it wouldn’t be ‘business!’ ’? — 


Credit Executive 
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Accident & Casualty Insurance Co. of Winterthur, Switzerland 
Aetna Casualty and Surety Company American Bonding Company of Baltimore 
American Credit Indemnity Company of New York 
American Employers’ Insurance Company 
American Guarantee and Liability Insurance Company 
American Re-Insurance Company American Surety Company of New York 











Bankers Indemnity Insurance Company 
Car and General Insurance Corporation, Ltd. 
Carolina Casualty Insurance Company Century Indemnity Company 
Columbia Casualty Company Commercial Casualty Insurance Company 
Connecticut Indemnity Company Eagle Indemnity Company 
Employers’ Liability Assurance Corporation, Ltd. 
Employers Reinsurance Corporation 
European General Reinsurance Company, Ltd. 
Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland Fireman’s Fund Indemnity Company 
General Accident, Fire & Life Assurance Corp., Ltd. 
General Reinsurance Corporation Glens Falls Indemnity Company 
Globe Indemnity Company Great American Indemnity Company 


Guarantee Insurance Company Hartford Accident and Indemnity Company 
Hartford Steam Boiler Inspection & Insurance Co. 


Home Indemnity Company Home Insurance Company of Hawaii, Ltd. 
Indemnity Insurance Company of North America 
Insurors Indemnity and Insurance Company 
London Guarantee and Accident Company, Ltd. 
London and Lancashire Indemnity Company 
Manufacturers Casualty Insurance Company Maryland Casualty Company 
Massachusetts Bonding and Insurance Company 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
National Automobile and Casualty Insurance Company 
National Surety Corporation New Amsterdam Casualty Company 
New England Casualty Insurance Company 
New York Casualty Company Norwich Union Indemnity Company 
Ocean Accident and Guarantee Corporation, Ltd. 
Phoenix Indemnity Company 
Preferred Accident Insurance Company of New York 
Royal Indemnity Company Saint Paul-Mercury Indemnity Company 
Seaboard Surety Company Standard Accident Insurance Company 
Standard Surety & Casualty Company of New York 
Sun Indemnity Company Travelers Indemnity Company 
Travelers Insurance Company Tri-State Casualty Insurance Company 
United National Indemnity Company United States Casualty Company 
United States Fidelity and Guaranty Company 
United States Guarantee Company Western National Indemnity Company 
Yorkshire Indemnity Company of New York 
Zurich General Accident & Liability Insurance Company, Ltd. 
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THIS IS AMERICA 





Ararm BOY OF 7, 


EUGENE STALEY 
saw “curious” 
SOYBEANS, BROUGHT 
FROM CHINA BY 
AAISSIONARY... 











By JOHN RANCK 





N LATER YEARS, A 
* Mid-West TRAVELING 
7 MAN, HE “SOLD FARMERS 
ON SOYBEAN CROPS... 














Gor IDEA FOR MILL TO 
UTILIZE THE BEANS 
THEMSELVES, 
STARTED OWN CRUSHING 
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Masy NEW USES ron. \ 

SOYBEAN OIL WERE. \ 

PIONEERED—NOW 

HIS SON CARRIES ON,” 

WITH NATIONS 

LARGEST PLANT 

At DECATUR, Wu. 











